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ADJUSTMENT OF PAY RATES AND CONDITIONS IN 
THE CANAL ZONE 


TUESDAY, JUNE 18, 1957 


Untrep States SENATE, 
CoMMITTEE ON Post Orrice AND Crvit SERVICE, 
Washington, D.C. 
The committee met, pursuant to notice, at 10:05 a. m., in room 
135, Senate Office Building, Washington, D. C., Hon. Olin D. John- 
ston (chairman) presiding. 
Present: Senators Johnston, Scott, Martin of Iowa, and Morton. 
Also present: H. W. Brawley, executive director; J. Don Kerlin, 


staff member; Frank A. Paschal, staff member; and A. M. Faucette, 
committee counsel. 


The CHamman. The committee will come to order. 

We are considering S. 1850 this morning, a bill to adjust conditions 
of employment in departments or agencies in the Canal Zone. 

(The bill S. 1850 is as follows:) 


[S. 1850, 85th Cong., 1st sess.] 
A BILL To adjust conditions of employment in departments or agencies in the Canal Zone 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That each agency of the United States Gov- 
ernment in the Canal Zone is hereby authorized to conform its wage practices in 
the Canal Zone to the principles established by item 1 of the memorandum of 
understandings reached between the United States of America and the Republic 
of Panama signed on January 25, 1955, subject to such regulations as the Presi- 
dent may prescribe. 

Sec. 2. Section 202 of the Classification Act of 1949 (chapter 782, 63-Stat. 954), 
as amended by the Act of June 16, 1950 (ch. 269, 64 Stat. 232), and by the Act 
of September 26, 1950 (ch. 1049, 64 Stat. 1038), is hereby further amended by 
repealing paragraph (32) and by amending paragraph (21) thereof to read as 
follows: 

(21) employees of a department stationed in the Canal Zone and, at the 
discretion of the Civil Service Commission upon the request of a department, 
employees stationed in the Republic of Panama if employed by a department 
having employees stationed both in the Republic and in the Zone.” 

Sec. 3. Paragraph (c) of section 1 of the Act of October 25, 1951 (chapter 
560, 65 Stat. 637), and section 804 of the Postal Field Service Compensation Act 
of 1955 (69 Stat. 130), are hereby repealed. 

Sec. 4. For purposes of laws and regulations pertaining to retirement, over- 
time pay, insurance, injury and death compensation, leave and the commutation 
thereof, and other similar employee benefits, the basic compensation of United 
States citizens employed by departments or agencies of the Government of the 
United States in the Canal Zone shall include any overseas pay differential or 
other increment over the rate applicable to a non-United States citizen in the 
same position. 

Sec. 5. Whenever the basic compensation of an employee of a department or 
agency of the United States in the Canl Zone, which is fixed with reference to 
rates for similar employment in contintel United States, is converted to another 


1 








2 ADJUSTMENT OF PAY RATES IN THE CANAL ZONE 


base, the employee shall, pending transfer to a position the basic compensation 
of which is fixed with reference to rates prevailing in the continental United 
States, continue to receive the rate paid immediately prior to such conversion 
so long as he remains in the same position or a position of equal or higher grade. 

Sec. 6. The Act of July 8, 1937 (chapter 443, 50 Stat. 478), as amended by the 
Act of February 20, 1954 (chapter 12, 68 Stat. 17), is hereby modified, effective 
the first day of the first pay period beginning in the third month following the 
month of approval of this Act, in such manner as to apply only to the continued 
payment thereunder of cash relief awarded to employees whose employment 
terminated prior to said effective date. 


(The reports of agencies of the U. S. Government and the Ministry 
of Foreign Relations, Republic of Panama, on S. 1850 follow :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 17, 1957. 
Hon. OLrn D. JOHNSTON, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Senate Office Building, Washington, D. C. 


My Dear Mr. CHatrMAN: This is in response to your letter of June 4 inviting 
a representative of the Bureau to appear at a hearing on June 18 on S. 1850, 
- adjust conditions of employment in departments or agencies in the Canal 

one. 

I wish to confirm the understanding reached with your staff that the Bureau 
will not present testimony at the hearings. We find, upon checking with the 
agencies having a substantive interest in the bill, that there is nothing the 
Bureau can add to their testimony. Our letter of April 24 transmitting the bill 
to the Congress enclosed a sectional analysis and comment on the bill, and we 
do not believe it would serve any useful purpose to repeat that information, 
which, we respectfully request be made a part of the record. 

If, upon conclusion of the hearings, the committee wishes further information 
on any point, we shall be most happy to supply it. 

Sincerely yours, 
PerRcIvVAL F. BrunpbaGeE, Director. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
3UREAU OF THE BUDGET, 
Washington, D. C., April 24, 1957. 
Hon. Orn D. JOHNSTON, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Senate Office Building, Washington, D. C. 

My Dear Mr. CHarrMAN: This will reply to your letter of April 138, 1957, 
requesting a report on S. 1850, a bill to adjust conditions of employment in 
departments or agencies in the Canal Zone. 

S. 1850 includes those provisions relating to personnel matters which the 
administration believes necessary to implement a treaty and agreement with the 
Republic of Panama signed by the United States Government and the Republic 
of Panama on January 25, 1955, and proclaimed by the President on August 26, 
1955. Enclosed is a sectional analysis and comment conveying the views of 
the executive branch regarding 8S. 1850. 

I am authorized to advise you that enactment of S. 1850 would be in accord 
with the program of the President. 

Sincerely yours, 
PEeRCIVAL F. BrRuNDAGE, Director. 
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SECTIONAL ANALYSIS AND COMMENT, S. 1850, To Apyust CoNpITIONS or EMPLOY- 
MENT IN DEPARTMENTS OR AGENCIES IN THE CANAL ZONE 


SECTION 1 


Item 1 of the memorandum of understandings reached between the United 
States and the Republic of Panama signed on January 25, 1955, provides as 
follows: 

“On the part of the United States of America: 

“1. Legislation will be sought which will authorize each agency of the United 
States Government in the Canal Zone to conform its existing wage practices in 
the zone to the following principles: 

“(a) The basic wage for any given grade level will be the same for any 
employee eligible for appointment to the position without regard to whether 
he is a citizen of the United States or of the Republic of Panama. 

“(b) In the case of an employee who is a citizen of the United States, 
there may be added to the base pay an increment representing an overseas 
differential plus an allowance for those elements such as taxes, which oper- 
ate to reduce the disposable income of such an employee as compared with 
an employee who is a resident of the area. 

““(c) The employee who is a citizen of the United States will also be eli- 
gible for greater annual leave benefits and travel allowances because of 
the necessity for periodic vacations in the United States for recuperation 
purposes and to maintain contact with the employee’s home environment. 

“Legislation will be sought to make the Civil Service Retirement Act uni- 
formly applicable to citizens of the United States and of the Republic of Panama 
employed by the Government of the United States in the Canal Zone. 

“The United States will afford equality of opportunity to citizens of Panama 
for employment in all United States Government positions in the Canal Zone 
for which they are qualified and in which the employment of United States 
citizens is not required, in the judgment of the United States, for security 
reasons, 

“The agencies of the United States Government will evaluate, classify, and 
title all positions in the Canal Zone without regard to the nationality of the 
incumbent or proposed incumbent. 

“Citizens of Panama will be afforded opportunity to participate in such 
training programs as may be conducted for employees by United States agencies 
in the Canal Zone.” 

Section 1 of the bill provides in terms the congressional authorization for each 
agency in the Canal Zone to conform its wage practices to the principles estab- 
lished by item 1. The section also provides for regulations by the President to 
govern application of the principles of item 1 by the various agencies. 

A common system for evaluation, classification, and titling of all positions in 
the Canal Zone without regard to the nationality of the incumbent has been 
developed jointly by the Panama Canal Company, the Canal Zone Government, 
and the three armed services. These agencies have also jointly developed a 
Canal Zone wage system which meets the requirements of item 1 of the memo- 
randum, but certain changes in existing law are required before that wage 
system can be put into effect. Those changes are provided in sections 2 through 
5 of the bill. Extension of the Civil Service Retirement Act to all employees in 
the Canal Zone would be effected by section 6. 

As recognized by item 1 of the memorandum only United States citizens will 
be employed in those positions in which such limitation of employment may be 
required for security reasons. 

Adoption of the single wage system in compliance with item 1 of the memo- 
randum will result in increased payroll costs estimated at $1,213,000 for the 
Panama Canal Company, Canal Zone Government, and the three military serv- 
ices. These increased costs result from payment of base rates fixed in reference 
to rates paid in continental United States in some positions the pay of which 
heretofore has been fixed in reference to rates in the Republic of Panama. 
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SECTION 2 


Section 2 of the bill would amend section 202 of the Classification Act of 1949 
so as to exclude from the scope of that act all employees of departments sta- 
tioned in the Canal Zone. The section would also authorize exclusion of em- 
ployees stationed in Panama if employed by a department having employees 
both in the Canal Zone and Panama. The word “departments” is defined in 
section 201 of the Classification Act (5 U. S. C. 1081) in such manner as to 
embrace all Canal Zone agencies. 

The Panama Canal Company is already expressly excluded from the Classifica- 
tion Act, but the other Government agencies there must also be excluded in order 
to put into effect the Canal Zone wage system that has been developed to meet 
the requirements of item 1 of the memorandum of understandings reached with 
Panama. 

Exclusion from the Classification Act of all agencies in the Canal Zone is 
necessary because of the necessity for consideration of the tax allowance factor 
in establishing the single basic wage scale contemplated by item 1 of the memo- 
randum. The tax allowance factor was included in item 1 in recognition of the 
difference between the financial position of the United States citizen employees 
of the Government who pay United States income taxes and that of Panamanian 
employees who do not. Item 1 does not contemplate the addition to United States 
rates of a differential representing the United States income tax a United States 
citizen employee pays so as to relieve him, in effect, of such payments. It does 
recognize that the cost of living of the United States employee is higher than 
that of a Panamanian employee because of the difference in tax treatment requir- 
ing an adjustment in the base rate which both employees receive. As a result 
in a position paid at levels comparable to Classification Act rates in the United 
States, the United States citizen employee will receive a base rate plus the tax 
allowance, the sum of which will approximate the rate paid in the United 
States. He will also receive an overseas differential. On the other hand, the 
Panamanian employee will receive only the base rate without the overseas 
differential and tax allowance. To make this adjustment possible, insofar as 
concerns positions now covered by the Classification Act, the Classification Act 
rates must be made inapplicable. 

It is also necessary to make the Classification Act inapplicable in order to 
establish appropriate Canal Zone rates in unskilled jobs and those in which 
payment of United States rates cannot be justified on a realistic basis. 


SECTION 3 


Section 3 of the bill would repeal 2 statutory provisions the first of which 
is paragraph (c) of section 1 of the act of October 25, 1951 (ch. 560, 65 Stat. 637). 
Paragraph (c) of section 1 authorizes and directs the Governor of the Canal 
Zone, in the exercise of his authority to prescribe the compensation of policemen, 
firemen, and schoolteachers employed by the Canal Zone Government, to grant 
additional compensation to such employees whenever additional compensation 
is granted to comparable employees in the District of Columbia, and to make 
such additional compensation effective as of the same date as in the District of 
Columbia. 

Section 3 of the bill would also repeal section 804 of the Postal Field Service 
Compensation Act of 1955, approved June 10, 1955 (69 Stat. 1830), which currently 
authorizes and directs the Governor of the Canal Zone to adopt applicable provi- 
sions of the act for postal employees of the Canal Zone Government. 

The repeal of these provisions is required for the same reasons that make 
necessary the exclusion of Government employees in the Canal Zone from the 
Classification Act; namely, because the 2 provisions are incompatible with 
the Canal Zone wage scale plan contemplated by item 1 of the memorandum of 
understandings reached. 

SECTION 4 


Section 4 would provide that for the purposes of law and regulations per- 
taining to retirement, overtime pay, insurance, injury, and death compensation, 
leave and the commutation thereof, and other similar employee benefits, the 
basic compensation of United States citizens employed by departments or agencies 
of the United States Government in the Canal Zone shall include any overseas 
pay differential or other increment over the rate applicable to a non-United States 
citizen in the same position. This provision is necessary in order to safeguard 
the existing rights and benefits of United States citizen employees from any 
diminution that might otherwise result from the establishment of the “single 
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wage” scale under the requirements of item 1 of the memorandum of understand- 
ings reached. At present the overseas pay differential payable to United States 
citizen employees is considered a part of basic pay under all existing statutes 
and regulations except those relating to the receipt of injury compensation 
benefits under the Federal Employees’ Compensation Act. For the sake of 
uniformity, and also of equity, section 4 would provide that the overseas differ- 
ential shall be a part of basic pay within the meaning of all such legislation, 
including the Federal Employees’ Compensation Act. In addition to the overseas 
differential, the ctiizen’s basic compensation for such purposes would, of course, 
also include the newly recognized tax-increment factor, which does not add 
anything to a United States citizen’s present basic compensation but merely 
necounts in part for the Panamanian citizen’s lesser rate of pay in recognition 
of his advantageous tax situation in paying lower taxes to his Government and 
none to the United States. 

Enactment of section 4 would result in increased costs to the Canal Zone Govern- 
inent and Panama Canal Company of an estimated $10,000 per annum, as a 
result of the fact that injury compensation benefits would be increased by the 
iaclusion of the overseas differential as a part of the compensation on which 
benefits are payable. 

SECTION 5 


As pointed out in the discussion of section 1, the Canal Zone wage system 
established under item 1 of the memorandum of understandings will provide a 
new classification system with new rates of pay. 

In the allocation of jobs under the new system, some jobs now paid at rates 
based on rates for similar employment in the continental United States may 
be allocated to grades paid at lesser rates. On the other hand, there will also be 
instances in which jobs now paid at lesser rates will be allocated to grades paid 
at rates fixed in reference to pay for similar positions in the United States. 
Section 5 constitutes a pay-saving provision for the protection of the incumbent 
of a job moved from a United States base to a lesser rate of pay. 

The principle of according this sort of protection in similar circumstances is 
believed to be well established. (See sec. 604, Classification Act of 1949, as 
amended by the act of September 1, 1954; Postal Field Service Compensation Act 
of 1955, sec. 504.) 

The protection of this section continues only while the employee occupies the 
same position or one of équal or higher grade pending his transfer to another 
position the pay of which is fixed in reference to United States rates. The protec- 
tion is accorded to Panamanians as well as United States citizens, without 
discrimination. 

SECTION 6 


Section 6 would implement a provision in item 1 of the memorandum of under- 
standings reached containing a commitment that legislation “* * * will be sought 
to make the Civil Service Retirement Act uniformly applicable to citizens of the 
United States and of the Republic of Panama employed by the Government of the 
United States in the Canal Zone.” That act already applies to the United 
States citizen employees of all agencies in the Canal Zone, and it also applies 
to the alien employees of the Army, Navy, Air Force, and other agencies in the 
Canal Zone except those of the Canal Zone Government and of the Panama Canal 
Company. 

Noncitizen employees of the Canal Zone Government and of the Panama 
Canal Company are at present excluded from the Civil Service Retirement Act 
under the terms of section 2 (b) thereof, which excludes officers or employees 
subject to another retirement system for Government employees. Such non- 
citizen employees are currently covered by the Cash Relief Act of July 8, 1937 
(ch. 448, 50 Stat. 478), as amended by the act of February 20, 1954 (ch. 12, 
68 Stat. 17), which affords a noncontributory, unfunded system for the payment 
of gratuities to superannuated and disabled employees. Section 6 of the bill 
would modify the Cash Relief Act in such manner as to extend the Civil Service 
Retirement Act to noncitizen employees of the Canal Zone Government and 

*anama Canal Company. However, only current employees would be covered 
into the Civil Service Retirement Act, and the Cash Relief Act would be pre- 
served for the purpose of the continued payment thereunder of cash relief 
awarded to employees whose employment terminated prior to the effective date of 
the section. 

The employees who would thus be brought within the scope of the Civil Service 
Retirement Act would include some 7,942 regular full-time employees and about 
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800 part-time employees. Also, about 1,464 dockworkers and 514 deckhands of 
the Panama Canal Company would be within the scope of the retirement act 
but, because they are employed on a when-actually-employed basis, would be ex- 
cluuded from the act by Executive Order 9154 of May 1, 1942. It is intended to 
seek amendment of that Executve order to permit coverage of the W. A. DB. 
employees. Such action is indicated since they would otherwise be left without 
any retirement or assistance plan after elimination of the Cash Relief Act, which 
now applies to them. The earnings of these employees are not such as would 
permit them to set aside savings to provide for themselves in old age. The 
coverage of such W. A. E. employees is consistent with the considerations under- 
lying the undertaking to extend the Civil Service Retirement Act to noncitizen 
employees, and from an operational standpoint, it is desirable to cover the 
W. A. BE. employees since their service would in fact be full time except for 
administrative reasons such as lack of work, weather, ete. 

The present cost of continuing cash relief benefits to those already retired 
is about $2 million. This obligation, which would continue to be borne by the 
Panama Canal Company and Canal Zone Government, would gradually diminish 
to the point of liquidation in 30 years or so as the result of death or other re- 
moval of beneficiaries from the rolls. 

The additional cost arising out of the application of the Civil Service Retire- 
ment Act from now on to those not yet retired is currently represented by the 
annual contribution which the agencies would be required to make to the civil 
service retirement and disability fund under sections 246 (e) and 252 in the 
Panama Canal Company Act. The required contribution is at the rate of 6% 
percent of payroll. 

The additional cost for the first year of operation is estimated at about $1 
million for the 2 agencies, which is approximately the 6% percent of payroll 
that would otherwise be required to be contributed over and above the $2 million 
cost that would have carried the full burden under the existing system if national 
policy had not dictated substitution of the general retirement law. 


HEADQUARTERS CARIBBEAN COMMAND, 
OFFICE OF THE COMMANDER IN CHIEF, 
Quarry Heights, C. Z., May 23, 1957. 
Mr. ANDREW M. F'AUCETTE, 
Counsel for Senate Committee on Post Office and Civil Service, 
Washington 25, D. C. 


Dear Mr. FavucetTtre: With this letter, as promised, there are six copies of 
the charts of statistics relating to civilian employees of the armed services in 
the Panama Canal Zone. These charts are identical to those that you have seen, 
except that because of problems of reproduction we were forced to change from 
color to black and white. 

I trust that your return trip was restful and enjoyable and that your visit 
here will prove to have been highly successful. If there should be any other 
matter in which this headquarters can be of service to you, please feel free 
to call upon us. 

Sincerely yours, 
L. L. MANLy, 
Colonel, General Staff, 
Acting Deputy Chief of Staff. 


BRIEFING OF MILITARY STATISTICS PERTAINING TO IMPLEMENTATION OF THE 
SINGLE WAGE PROVISIONS OF UNITED STATES ITEM 1 OF MEMORANDUM OF UNDER- 
STANDINGS REACHED, 1955 TREATY BETWEEN THE UNITED STATES AND THE 
REPUBLIC OF PANAMA 


We have prepared a series of statistical charts illustrating the distribution of 
our employees prior and subsequent to the implementation of the single-wage 
plan. These charts include United States and non-United States citizen em- 
ployees of the military components only and supplement those which were pre- 
pared for you by the Panama Canal Company-Canal Zone Government in regard 
to their employees. 

Chart No. 1 is a breakdown of employees under the schedules now in effect. 
Under the present system, employees fall primarily into three groups: Non- 
manual, or white-collar workers; manual, or blue-collar workers; and manual 
supervisory, which consists of foremen and leaders. We also have a very few 
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civilians on a “when actually employed” basis. These are all chaplains. This 
system which is followed worldwide by the military departments, provides for 
evaluating. classifying, and titling all positons without regard to the nationality 
of the incumbent. It is only in the matter of pay that a difference is recognized 
and this is accomplished by paying United States citizens on the basis of rates 
prevailing in the United States and paying non-United States citizens on the 
basis of salary and wage rates in the local area. This system must be discon- 
tinued if Congress passes the proposed legislation for implementing United States 
item 1 of the memorandum of understandings reached. 

Chart No. 2 illustrates the manner in which employees will be transferred 
from present schedules to the proposed schedules. The column on the left 
shows non-United States employees by schedule; the column on the right side 
represents United States citizen employees and these lines to the proposed sched- 
ules illustrate the numbers by which they will be moved into the new schedules. 
The nonmanual, service, and manual groups will be divided into graded schedules. 
Within each schedule a single wage scale will exist. Employees at the upper 
end of each schedule will be paid based on rates existing in the United States. 
Rates of pay for employees at the lower end of each schedule will be established 
generally from existing non-United States citizen Canal Zone rates. The basic 
wage for each grade level will be the same for any employee without regard to 
citizenship, except that the tropical differential and tax factor will be added to 
the basic rate for United States citizen employees. 
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Chart No. 3: In this chart we have taken the total number of manual em- 
ployees and broken them down by grade levels under the proposed plan. Review 
of each position to determine the grade into which it will fall under the new 
system has not yet been completed. These figures are therefore estimates only. 
Since the bar chart itself does not include the manual supervisory positions, 
the number of foremen and leaders are shown separately at the bottom of the 
chart. 

Chart No. 4 is comparable to the preceding chart. It breaks down the number 
of nonmanual employees by grade levels. Again, these numbers are estimates. 

Chart No. 5 represents the proposed distribution of our employees among the 
four groups with which we will be concerned. The plan provides for additional 
groupings for such occupational categories as postal workers, teachers, and 
pilots. However, since the military components have no employees in these 
categories, they are not for our consideration. 


SECURITY POSITIONS 


The military components of the Caribbean Command are presently screening 
each position in order to positively identify security positions. Estimates indi- 
cate they will approximate 29 percent of our present work force. 








CANAL ZONE 


RATES IN THE 


ADJUSTMENT OF PAY 


12 


- LVHOD 
NA ZILID SA-NON ¢evadace 
NG ZILID sn 
QNAD@T #822 SHAAOTAWT TVLOL 





OOF 
OS? 
00s 


OSs 
i 009 


0S9 


(1661 Ad - ADYOA WHOM LNASAUd NO aasva) 
dIHSNAZILID Ad GNV ‘THAAT AAVUD Ad SNOILVdNDDO ‘TWANVW- NON NI 
SLNANOAWOD AUVILIIIN AHL AO SAAAO TAWA AO NOILNGIYLSIG GALVWILSA 





ESTIMATED DISTRIBUTION OF EMPLOYEES OF THE MILITARY COMPONENTS 


BY PROPOSED WAGE GROUPINGS 
(BASED ON PRESENT WORK FORCE - FY 1957) 


ADJUSTMENT 





93934—57 


2 





OF PAY 


RATES IN 


THE CANAL ZONE 


MANUAL 





LEGEND 


\ \ 


\ 
\\\ 





\ 
\ \\\ \ 


NON -MANUAL 


SPECIAL 
SERVICE 


6540 


TOTAL 


Py 


13 


CHART 








14 ADJUSTMENT OF PAY RATES IN THE CANAL ZONE 


“GRANDFATHER” OR SALARY PROTECTION 


Present estimates indicate that salary protection will be required for employees 
of the ney componente as follows: 








| 
| United Non-United 
Command States citi- | States citi- 
zens | zens 
a aa “| antneeeatibaininel amniamitae 
} 
OF Ne eee . ee 177 333 
ON SS eee . a 55 25 
oan chs sigh aniiin mse cia Menace wei eo 45 | 74 
ee ie a ae amen a 7 | 432 
, te at es aoe a a | i 7 = ' as e 
Estimated costs and savings of basic salary plan for military components 
Annual | 
savings 
Cost of con- resulting 
verting jobs | fromcon- | Net annual 
to higher | verting jobs | cost 
rates to lower 
Canal Zone | 
rates | 
ieiweier -_.... foe pe $925, 000 | $57, 000 | $868, 000 
SEE .. 3s... Scpincdddseiiandaitl ---| 925, 000 | 118, 000 810, 000 
SE. in mo niece enieadienciae y 925, 000 | 177, 600 | 748, 000 
OE... ccakiibiiedssnrmeibenterieea ne ; ee 925, 000 | 236, 000 | 689, 000 
POO... ~ c decane cut ahd een danni co 925, 000 | 295, 000 630, 000 
ON Behe h inch anintnledeebbitinessssnewnirwne | 4, 625, 000 | 883, 000 3, 745, 000 





UnitTep Srates Crvit Service ComMMISSION, 
Washington, D. C., June 18, 1957. 
Hon. OtiIn D. JOHNSTON, 
Chairman, Post Office and Ciwil Service Committee, 
United States Senate, Washington, D. O. 


Dear SENATOR JOHNSTON: This is in further reference to your letter of April 
13, 1957, requesting the Commission’s views on §S. 1850, a bill to adjust conditions 
of employment in departments or agencies in the Canal Zone. 

The Commission favors enactment of S. 1850, which will enable agencies in 
the Canal Zone to place in effect the personnel policies required by a memo- 
randum of understandings reached between the United States and the Republic 
of Panama and signed on January 25, 1955. 

Provisions on personnel policies are in item 1 of the memorandum of under- 
standings. They read as follows 

“1. Legislation will be sought which will authorize each agency of the United 
States Government in the Canal Zone to conform its existing wage practices in 
the zone to the following principles: 

“(a) The basic wage for any given grade level will be the same for any 
employee eligible for appointment to the position without regi ard to whether 
he is a citizen of the United States or of the Republic of Panama. 

“(b) In the case of an employee who is a citizen of the United States, there 
may be added to the base pay an increment representing an overseas dif- 
ferential plus an allowance for those elements, such as taxes, which operate 
to reduce the disposable income of such an employee as compared with an 
employee who is a resident of the area. 

“(c) The employee who is a citizen of the United States will also be 
eligible for greater annual leave benefits and travel allowances because 
of the necessity for periodic vacations in the United States for recuperation 
purposes and to maintain contact with the employee’s home environment. 

“Legislation will be sought to make the Civil Service Retirement Act uniformly 
applicable to citizens of the United States and of the Republic of Panama em- 
ployed by the Government of the United States in the Canal Zone. 

“The United States will afford equality of opportunity to citizens of Panama 
for employment in all United States Government positions in the Canal Zone for 
which they are qualified and in which the employment of United States citizens 
is not required, in the judgment of the United States, for security reasons. 
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“The agencies of the United States Government will evaluate, classify, and 
title all positions in the Canal Zone without regard to the nationality of the 
incumbent or proposed incumbent. 

“Citizens of Panama will be afforded opportunity to participate in such train- 
ing programs aS may be conducted for employees by United States agencies in 
the Canal Zone.” 

Section 1 of 8S. 1850 would authorize Federal agencies in the Canal Zone to 
conform their wage practices to the principles established by item 1 of the memo- 
randum of understandings. Agency actions would be subject to such regulations 
as the President may prescribe. 

Section 2 of the bill would make two changes in section 202 of the Classification 
Act of 1949, as amended. It would amend paragraph (21) and repeal para- 
graph (32) which would be made unnecessary by the amendment of paragraph 

21). The revised paragraph (21) would exclude from the coverage of the 
Classification Act “employees of a department stationed in the Canal Zone 
and, at the discretion of the Civil Service Commission upon the request of a 
department, employees stationed in the Republic of Panama if employed by a 
department having employees stationed both in the Republic and in the zone.” 

Less than 10 percent of the Federal employees in the Canal Zone are now 
covered by the Classification Act. Agencies in the zone have determined that the 
exclusion of such employees from the act is necessary to initiation of the single- 
wage policy required by the memorandum of understandings. Accordingly, the 
Commission does not object to exclusion of employees in the zone from the 
Classification Act. 

Some activities in the zone extend across its boundaries into the Republic of 
Panama. It is desirable for agencies to be able to place all employees in these 
activities under a single pay system. Other situations may also exist in which 
agencies having employees both in the zone and in the Republic may find it 
desirable to cover all under a single system of pay. Section 2 of the bill would 
authorize the Civil Service Commission, under these circumstances, to exclude 
an agency’s employees in the Republic as well as in the zone from the Classi- 
fication Act. This would permit coverage of both groups under the pay system 
established by the agency for its employees in the zone. Placing this exclusion 
authority in the Civil Service Commission would be consistent with the Com- 
mission’s general authority to determine questions of coverage under the Classi- 
fication Act. It would also provide for coordination of exclusions among 
agencies in the zone. 

Section 3 of S. 1850 would repeal two statutory provisions, one relating to pay 
of policemen, firemen, and school teachers employed by the Canal Zone Govern- 
ment, the other relating to postal employees of the Canal Zone Government. 
The Canal Zone Government has determined that repeal of these provisions is 
necessary to permit implementation of the single-wage policy of the memorandum 
of understandings. 

Section 4 of the bill provides that for the purpose of retirement, overtime pay, 
and other employee benefits the basic compensation of United States citizens 
employed in the Canal Zone would include any overseas pay differential or 
other increment over rates applicable to non-United States citizens who may 
occupy the same positions. In addition to the overseas differential, in accord- 
ance with the memorandum of understandings, United States citizens’ basic 
compensation would include a tax increment factor. This factor would reflect 
the difference between Federal income tax paid by United States citizens em- 
ployed in the zone and the lower rates of Panamanian tax paid by employees 
in the zone who are not United States citizens. 

It is intended, we understand, that the base pay of United States citizen 
employees plus the tax-increment factor will correspond to what their base 
pay would normally be if no tax equalization were involved. Under these cir- 
cumstances, we believe that treating the tax-increment factor as a part of base 
pay is appropriate. The overseas differential is already so treated in the zone. 

Section 5 of S. 1850 is a normal type of pay-saving provision. It relates to 
replacement of existing pay systems in the zone by the new pay plans devised 
to carry out the single-wage policy required by the memorandum of under- 
standings. It would save the pay of employees occupying positions whose rates 
are now fixed with reference to rates in continental United States which are 
later converted to positions whose compensation is based on rates prevailing for 
similar employment on the isthmus. Pay of an employee would be saved as 
long as he remained in the same position or one of equal or higher grade. 

Section 6 would repeal the Cash Relief Act, thereby extending the coverage of 
the civil service retirement system to alien employees of the Panama Canal Com- 
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pany and the Canal Zone Government. This would be in accordance with the 
memorandum of understandings. 

The Commission also favors this action for other reasons. These employees 
are the only group now excluded from the Civil Service Retirement Act by 
reason of their not being citizens of the United States. Regular employees of 
other departments on the isthmus are subject to the act, regardless of their 
citizenship, as are other Federal employees serving at other points throughout 
the world. 

Employees who retire after enactment of the draft bill will receive a much 
higher annuity than those who have retired under the Cash Relief Act. This 
results from the fact that annuity computation under the Civil Service Retire- 
ment Act is weighted in favor of low-salary employees. However, to receive 
the higher annuities, the affected employees would be required to make contribu- 
tions toward the retirement system (now 6% percent of salary) whereas the 
benefits under the cash relief system are granted without any employee contribu- 
tion. 

Provisions of 8. 1850 would furnish an appropriate means for carrying out the 
terms of the memorandum of understandings between the United States and 
Panama signed on January 25, 1955. Accordingly, the Commission favors enact- 
ment of the bill. 

We have been advised by the Bureau of the Budget that there is no objection 
to the submission of this report to your committee. 

By direction of the Commission : 

Sincerely yours, 
Harris ELLSwortH, Chairman. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., May 9, 1957. 
Hon. OLiIn D. JOHNSTON, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate. 

Dear Mr. CHAIRMAN: Your letter of April 13, 1957, requests our views on §. 
1850. 

The stated purpose of the bill is to adjust conditions of employment in depart- 
ments or agencies in the Canal Zone. This would be in accordance with item 1 
of the memorandum of understanding reached which accompanied the treaty 
between the United States and the Republic of Panama, signed January 25 
1955, and ratified by the United States Senate on July 29, 1955. 

In our report to your committee on 8S. 3871, of the 84th Congress, which bill was 
intended to accomplish a purpose similar to the current bill, we indicated our 
view that the single wage scale objective of the treaty and accompanying memo- 
randum could best be achieved by exempting the departments and agencies oper- 
ating in the Canal Zone from the provisions of the Classification Act of 1949, as 
amended. S. 1850 adopts that approach. 

Section 1 of 8. 1850 would authorize each agency of the United States Govern- 
ment in the Canal Zone to conform its wage practices to the principles established 
by item 1 of the memorandum of understandings reached between the United 
States and the Republic of Panama subject to such regulations as the President 
may prescribe. Sections 2 and 3 would repeal or modify certain provisions in 
the Classification Act of 1949, as amended, the Postal Field Service Compensation 
Act of 1955, as amended, and the act of October 25, 1951, prescribing or regulating 
the compensation of employees in the Canal Zone. Apparently, it is intended 
that the enactment of these sections as proposed would permit the President to 
regulate the methods or means of establishing wages and salaries for the em- 
ployees of all the agencies operating in the Canal Zone except where specific pro- 
visions of law provide otherwise. See, for example, title 7, sections 30, 37, and 
40 of the Canal Zone Code. Also, section 2 (a) of the act of March 2, 1955 (69 
Stat. 10). 

We note that the bill contains no specific provision authorizing the departments 
and agencies operating in the Canal Zone to fix the compensation of their em- 
ployees. While section 1 of the bill authorizes each agency in the Canal Zone 
to conform its wage practices to the principles of the understandings reached in 
the agreements between the United States and the Republic of Panama, there is 
nothing in either the memorandum of understanding reached or in such section 1 
of the bill which specifically authorizes the fixing of compensation. We realize 
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that there are certain provisions of the Canal Zone Code which would authorize 
the fixing of compensation for employees of the Panama Canal Company and the 
Canal Zone Government even if the bill be enacted in its present form, but as far 
as we are aware, no similar specific authority exists for the other departments 
and agencies of the United States Government in the Canal Zone. 

Section 81 of title 2 of the Canal Zone Code provides as follows: 

“SECTION 81. APPOINTMENT, REMOVAL, AND COMPENSATION OF NECESSARY PER- 
sons.—All persons, other than the Governor of the Canal Zone, necessary for the 
care, Nanagement, maintenance, sanitation, government, operation, and protec- 
tion of the Canal and Canal Zone shall— 

(a) Be appointed by the President or by his authority ; 
“(b) Be removable at the pleasure of the President ; and 
“(c¢) Receive such compensation as shall be fixed by the President or by 
his authority until such time as Congress may by law regulate the same; 
and such persons shall be employed and shall serve under such conditions of 
employment, including matters relating to transportation, medical care, quarters, 
leave and the commutation thereof, and office hours and hours of labor, as have 
been or shall hereafter be prescribed by the President: Provided, however, That 
salaries or compensation fixed by the President hereunder shall in no instance 
exceed by more than 25 per centum the salary or compensation paid for the same 
or similar services to persons employed by the Government in continental United 
States: And provided further, That nothing contained in this section shall affect 
the application to employees of the Canal Zone Government of the provisions of 
section 23 of the Independent Offices Appropriation Act, 1935 (48 Stat. 522).” 

The above provisions have never been viewed by our Office as applicable to 
any of the departments and agencies operating in the Canal Zone other than the 
Canal Zone Government and the Panama Canal Company. However, at the 
present time, even the Panama Canal Company and the Canal Zone Government 
do not appear subject to such provisions in all respects. Under section 248 of 
title 2 of the Canal Zone Code as added by the act of June 29, 1948 (62 Stat. 1075), 
and the act of September 29, 1950 (64 Stat. 1038), the Panama Canal Company is 
specifically authorized to fix the compensation of its employees who aie exempted 
from the Classification Act of 1949, by paragraph 20 of section 202 thereof. 
Moreover, since the Canal Zone Government is not one of the agencies exempted 
from the Classification Act of 1949, it appears that the per annum employees of 
that agency for the most part are subject to such act. 

If S. 1850. as presently worded, be enacted into law, the Canal Zone Govern- 
ment would again become subject to section 81 of title 2 of the Canal Zone 
Code and the Panama Canal Company would still derive its authority to fix 
the compensation of its employees from section 248 of title 2 of the code. How- 
ever, there would be no specific authority for the other agencies operating in the 
Canal Zone to fix the compensation of their employees other than those which 
may be subject to paragraphs 7 and 8 of section 202 of the Classification Act of 
1949, as amended. 

By reason of the foregoing, it is our view that all agencies operating in the 
Canal Zone should be given the same specific authority to fix the compensation 
of their employees as well as requiring conformance with the principles established 
by the memorandum of understanding reached. This could be accomplished by 
amendments to the present bill incorporating language specifically authorizing the 
fixing of compensation of employees in the Canal Zone and repealing those provi- 
sions of the Canal Zone Code which might otherwise be applicable to the em- 
ployees of the Panama Canal Company and the Canal Zone Government. It 
should be made clear that the provisions of the bill are to be applicable only to 
employees who are permanently stationed in the Canal Zone and also whether 
paragraphs 7 and 8 of section 202 of the Classification Act of 1949 are still to 
be applicable to employees in the Canal Zone (see 32 Comp. Gen. 307). In addi- 
tion, we suggest a provision be included in the bill similar to that now contained 
in the present section 81 of title 2 of the Canal Zone Code limiting the fixing of 
compensation to not in excess of the salary or compensation paid for similar 
services to persons employed by the Government in the continental United States 
plus 25 percent. The addition of a provision of this nature would insure that 
employees in the Canal Zone will not be granted any tax differential or other 
increment so as to cause their compensation to exceed by more than 25 percent 
the compensation being paid for similar services in the United States. While we 
understand that the proper administrative authorities do not comtemplate, 
under the present language of the bill, any tax differential which would be in 
excess of salaries in the continental United States plus 25 percent, nevertheless, 
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it would seem preferable to have a compensation limitation contained in any 
legislation authorizing the fixing of compensation in the Canal Zone. 

Section 4 of the bill would authorize the inclusion in the basic compensation 
of the overseas pay differential or other increment over the rate applicable to 
a non-United States citizen in the same position, for the purposes of laws and 
regulations pertaining to retirement, overtime pay, insurance, injury, and death 
compensation, leave and the commutation thereof, and other similar employee 
benefits. The inclusion of the overseas differential for these purposes, with the 
exception of laws relating to death compensation and injury, conforms with our 
decisions. We have held that section 12 of the Federal Employees Compensa- 
tion Act, as amended, precludes the overseas differential from being included in 
the salary of an employee in the Canal Zone in computing monetary compen- 
sation for death or disability thereunder (34 Comp. Gen. 385). The language 
of the bill apparantly would create an exception to such act. We have no objec- 
tion thereto. Moreover, we perceive no objection to inclusion in the basic com- 
pensation of the other increment (tax) for such stated purposes provided the 
limitation on the fixing of compensation as mentioned in the preceding para- 
graph is made applicable. 

Section 5 of the bill constitutes a pay saving provision for the protection of 
the incumbent of a job transferred from a United States base to a lower rate 
of pay and appears justified under the circumstances. 

Referring to section 6, it is assumed that the noncitizen employees to be 
covered into the civil service retirement system will receive credit for prior 
periods of service and that the Panama Canal Company and the Canal Zone 
Government will not be required to make any additional payments to cover the 
Government’s share of contributions to the retirement fund. Since 1948, sec- 
tion 252 of title 2 of the Canal Zone Code has required that the Panama Canal 
Company make an annual contribution to the retirement fund applicable to the 
Corporation’s employees. However, there is nothing in such statute indicating 
that this requirement was to be applicable to past service of employees who 
were covered by the retirement act at that time or who are covered into the 
system at a later date. While the failure of the bill to make provision for such 
contributions by the Panama Canal Company to cover the past services of its 
employees is not entirely consistent with the principle adopted in 1951, that the 
canal enterprise be self-sustaining, nevertheless, it may be impracticable to 
require retroactive payments of this nature. 

Sincerely yours, 
FRANK H. WEITZEL, 
Assistant Comptroller General of the United States. 


VIEWS OF THE MINISTRY OF FOREIGN RELATIONS, REPUBLIC OF PANAMA 


[Translation] 


The Ministry of Foreign Relations of the Republic of Panama presents its 
greetings of Mr. M. A. Faucette and wishes to thank him for his kind visit in 
connection with the mission that has brought Mr. Faucette to Panama, relative 
to the work of the Committee on Post Office and Civil Service of the United 
States Senate regarding Senate bill S. 1850, submitted to the United States 
Senate for the purpose of having legislation enacted with respect to labor con- 
ditions in the Canal Zone in compliance with the Treaty of Mutual Understand- 
ing and Cooperation and Memorandum of Understandings Reached, signed be- 
tween the two countries on January 25, 1955. The Ministry is pleased, also, to 
reiterate now the comments made to Mr. Faucette during said visit. 

The Ministry considers that inasmuch as the bill S. 1850 provides that the 
wage practices in the Canal Zone shall conform “to the principles established 
by item 1 of the memorandum of understandings reached between the United 
States of America and the Republic of Panama signed on January 25, 1955,” 
said bill in general is satisfactory to the Ministry as a means of achieving such 
end. It has been explained to this Ministry that in order to enact in the Canal 
Zone a single wage scale to be applied equally and without any discrimination 
to all Panamanian and North American employees, it is necessary to modify 
existing legislation with the view to excluding certain employees from the 
application of the Classification Act of the United States. In view of such ex- 
planation, the Ministry finds no objections as to the provisions of bill S. 1850 
directed to such purpose. 
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Regarding the first paragraph of bill S. 1850, the Ministry would be pleased 
to have the expression in the fourth line on page 1 of said bill, which states 
are “hereby authorized to conform its wage practices, etc. * * *” modified in 
order to state that such agencies are not only authorized but also directed to 
conform their wage practices to the principles of the memorandum of under- 
standings above referred to. This Ministry is of the opinion that the addition 
of the words “and directed” or any other similar expression indicating a man- 
date and not a mere authorization, is convenient to fix once and for all in the 
law the obligatory nature of said principles, thus eliminating possible future 
discussions which might result from the discretional exercise of an authorization. 
The Ministry trusts that, even if the bill should retain its present language of 
mere authorization, such principles shall in practice be complied with in view 
of the good faith which is to be presumed on the part of both countries to carry 
out the agreement; but the Ministry deems it convenient to the best relations 
between the two countries, the adoption of the mandatory language referred to, 
and it is for this reason that this recommendation is respectfully suggested. 

The aforementioned amendment is all the more justifiable when it is observed 
that in article 4 of said bill, containing provisions regarding wages in favor of 
North American employees in the Canal Zone, the words used are mandatory 
and not a mere authorization. 


PANAMA, May 20, 1957. 


The Cratrman. We have here this morning Hon. C. Allan Stewart, 
Acting Director of Middle American Affairs, Department of State. 
Mr. Stewart, do you have anyone with you? 

Mr. Srewarr. Yes, sir. 

The Cuarrman. You may bring him around and let him be seated 
next to you. 

Please identify yourself and also identify anyone that may accom- 
pany you. 

Mr. Srewarr. Mr. William E. Price is Panamanian desk officer in 
the State Department. 

The CHarrMan. Fine. We are pleased to have you present to ex- 
plain your position on Senate bill 1850, a bill to adjust the conditions 
of employment in departments of agencies in the Canal Zone. 

You may proceed. 


STATEMENT OF C. ALLEN STEWART, ACTING DIRECTOR OF MIDDLE 
AMERICAN AFFAIRS, DEPARTMENT OF STATE; ACCOMPANIED 
BY WILLIAM E. PRICE, PANAMANIAN DESK OFFICER, DEPART- 
MENT OF STATE 


Mr. Srewart. Thank you. 

Mr. Chairman and members of the committee, I am C. Allan Stew- 
art, Acting Director of the Office of Middle American Affairs of the 
Department of State. I am accompanied by Mr. William E. Price, 
desk officer for Panamanian Affairs of the Department of State, who 
is a member of my staff. 

I appreciate being afforded the opportunity to appear before this 
committee to acquaint you with the importance of this legislation as 
it concerns our relations with the Republic of Panama. 

In accordance with the provisions of item 1 of the memorandum 
of understandings reached, attached to the treaty of 1955 between the 
United States and the Republic of Panama, and advised and consented 
to with the treaty, the United States committed itself to seeking the 
necessary legislation which would authorize each agency of the United 
States Government in the Canal Zone to conform its existing wage 
practices to a uniform basic wage scale, applicable alike to citizens of 
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the United States and Panama, and to establish other beneficial em- 
ployment practices in the Canal Zone. 

In behalf of the Department of State, I should like to emphasize 
most strongly the Department of State’s interest in the enactment of 
the enabling legislation as embodied in 8. 1850, which would fulfill 
the United States treaty obligation in this respect to the Republic 
of Panama. 

The Department of State is exceedingly interested in this very im- 
portant legislation because of the salutary effect its enactment into 
law would have on the relations between the United States and 
Panama. 

The Department of State has been aware of an undertone of general 
clissatisfaction in Panama because of the United States Government’s 
slowness in proceeding with enactment of implementing legislation 
for the 1955 treaty and accompanying memorandum. Inaction on 
the part of the United States is causing confusion, despair, and mis- 
understanding of this Government’s intention in the minds of Pan- 
amanians. There is reason to believe that failure of enactment of 
necessary legislation during this session would certainly be attributed 
by the Panamanians to bad faith on the part of the United States and 
construed as evidence of this Government’s intention not to comply 
with its obligation. Our Embassy in Panama has warned that failure 
of enactment of such enabling legislation may seriously impair our 
relations with the Government and the people of Panama. The im- 
portance of the matter cannot be overemphasized as it has a direct 
bearing on this Government’s relations with Panama and Panama’s 
attitude toward the presence of the United States in the Canal Zone 
and of its operation of the Panama Canal. 

Our relations with Panama are, as it will be appreciated, of a 
special character and importance because of the historic partnership 
between the two countries dating from 1903 which made possible the 
existence of the Canal Zone and the successful construction and op- 
eration of the Panama Canal. Countries the world over, and espe- 
cially those of the Western Hemisphere, are keenly aware of this 
special relationship and of United States treatment of Panama. 
Compliance with our treaty obligations with Panama is of the essence 
of exemplary relations with Panama. 

Accordingly, the Department of State not only recommends but 
strongly urges favorable action by this committee on S. 1850. 

Thank you, sir. 

The Cuatrman. Mr. Faucette, do you have any questions? I be- 
lieve you have made a survey of this situation in the Canal Zone. 

Mr. Faucerre. Mr. Stewart, will you state in detail the purpose 
of bill S. 1850 as you understand its provisions. Also give a sectional 
analysis and comments conveying the views of the State Department 
regarding this bill. Are you ‘familiar with the new w age scale which 
is proposed for the Canal Zone in the event S. 1850 is enacted ? 

Mr. Stewart. It is a rather complicated formula which they have 
gone into, and I have sat in on meetings when they discussed this 
TI think that there are people here who probably can give you a break- 
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down much better than I. I was interested more from the policy 
angle of 

The Cuarrman. The question is we are now considering the pas- 
sage of a law, and we want to know the views of the Department of 
State since it negotiated the treaty on which this legislation is based. 

Mr. Favucerre. Mr. Stewart, we want in the record the purpose and 
intent of the bill, so it will be available for the study of the committee 
and also for reference in the future if necessary. 

Mr. Srewart. This legislation is to revise the wage scales of the 
employees in the Canal Zone and the Armed Forces, civilians, to give 
equal wages to the Panamanians and Americans. There has been some 
criticism of us that they have claimed that we were not having equality 
of wages, so this is intended to do that. 

Mr. Brawtey. Mr. Stewart, did the Department of State propose 
this legislation in the form of a treaty? Did they negotiate this 
treaty ¢ 

Mr. Srewarr. The treaty was negotiated by the Department of 
State. 

Mr. Brawiry. Apparently from your testimony it is a very im- 
portant piece of legislation. Did the Department of State ever con- 
sult with the proper committees of the Congress before they nego- 
tiated this treaty ? 

Mr. Srewarr. Yes; that was done. 

Mr. Brawtey. Did you in any way consult with the chairman of 
the Civil Service Committee about the content of this legislation 
before the treaty was agreed to ? 

Mr. Srewarr. That I am not certain. It was done before I came 
into the Department. Do you know, Mr. Price? 

Mr. Price. We consulted with all interested agencies of the United 
States Government prior to arriving at our final position. 

The CuamrmMan. You are speaking of the executive branch and not 
the legislative, are you not? I do not recall your taking it up with 
this committee at any time. 

Mr. Price. They appeared before the Foreign Relations Committee 
of the Senate as far as I know. 

The CHarrman. That was when the treaty was being considered 
for ratification by the Senate. 

Mr. Price. No; there were prior consultations with certain com- 
mittees of the Senate and the House. I do know that. 

Mr. Brawtey. Well, to my knowledge there were never any con- 
sultations with the Civil Service Committees of either the Senate or 
the House on this legislation at any time along the line. I am just 
amazed that this kind of thing develops without some prior con- 
sultation with the committees of Congress that are supposed to help 
you get this kind of legislation enacted. 

The CuHarrman. I am not surprised and I know Senator Scott is 
not surprised as this has happened before. I regret to state, but it 
is true, nevertheless, that the State Department in dealing with agri- 
culture matters has not taken it up with the Senate Agriculture Com- 
mittee, when it concerns a treaty with other nations. They go to the 
Foreign Relations Committee when they should also take it up with 
the committee that is dealing directly with the subject involved. 
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Senator Scott, do you ever recall the State Department bringing any 
matter regarding a treaty or related subject to the Agriculture Com- 
mittee ? 

Senator Scorr. Not so far as I recall. 

The Cuarmman. The same thing is true in this committee. I think 
we have an analogous situation here today. I think the State De- 
partment should always do that and also keep us advised. Other- 
wise, we do not know what is taking place. 

Mr. Faucerre. That is the reason, Mr. Chairman, I asked the 
question. I think there should be a complete analysis and comment 
on each section in the bill by the State Department. Otherwise the 
record of the committee will be incomplete. 

The Cyaan. We went to great trouble and passed a rule in the 
Senate last year to request a quorum call and have a record vote upon 
all treaties. When a treaty comes from the Foreign Relations Com- 
mittee to the floor of the Senate for the Executive Calendar, often 
there are only a very few Senators present. I remember when pre- 
siding once several years ago, there were only 3 or 4 Senators on the 
floor. Reconsideration of that vote was later requested because of the 
fact that only a few were present when action was taken. There was 
a great deal of criticism in the newspapers about such treaties being 
passed without a quorum and, as a result, the Senate passed a rule that 
a quorum must be present before action is taken on treaties. 

The Foreign Relations Committee should and does handle treaties. 
However, when such treaties call for legislative action by another 
committee, that committee should always be consulted both by the 
State Department and the Foreign Relations Committee before the 
matter is presented to the Congress. 

Mr. Stewart. Well, that is—— 

The CHarrman. Who can give us the full story on this bill? We 
are seeking information at these hearings to make up a record so 
Senators may read it when the matter is presented to the Senate. 
Every Senator cannot be present at all committees and know what 
is going on at each, so we like to give them as much information as 
possible in the form of a record made here at these hearings. 

Mr. Srewarr. Mr. Chairman, the representative of the Panama 
Canal Company and the Department of Defense have the detail anal- 
ysis to make up the provisions of this new wage agreement. I came 
here to give our policy; we are interested in the policy and relations 
with Panama. 

The CuarrmMan. We would like to know who we can get this informa- 
tion from. 

Mr. Srewarrt. Yes, sir. 

The CuatrMan. Any other questions ? 

Senator Scorr. I see my good friend Mr. Hatchett from Caswell 
County here. His good wife comes from Rockingham County just 
north of me. I would be guided very much by what he thinks about 
this whole thing. I don’t know when you are going to have him 
testify. 

The CHatrMan. He will be here on Thursday to testify. We have 
him scheduled for that date. 

Senator Scorr. All right, I want to hear from him at that time. 

The Cuarrman. That is the next hearing. 
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Senator Scorr. I may want to rag him just a little bit, too. 

The Cuairman, I will let you preside when he comes. 

Mr. Pascuat. I would like to ask one question, Mr. Stewart. 

Referring to the memorandum of understandings agreement be- 
tween the United States and the Republic of Panama, I have read 
somewhere item 1, subdivision 1, on that and I would like to read it 
to you and then ask the question that has been floating around in my 
mind and maybe you can clear it up. 

Basie wage for any given grade level will be the same for any employee 
eligible for appointment to the position without regard to whether he is a citi- 
zen of the United States or the Republic of Panama. 

The question is, would it be establishing a precedent there or how 
would you explain that? Does that refer to anybody who receives 
employment under this item 1 of this memorandum regardless of 
whether he is a citizen of the United States or of the Republic of 
Panama or of some other country ? 

Mr. Srewart. No; it doesn’t involve a third country in this. It 
is a citizen of the Republic of Panama or the United States. 

Mr. Pascuat. It restricts it to the two? 

Mr. Srewart. Yes. 

Mr. Pascnan. Thank you. 

The Cuarrman. Have you figured out the cost of this bill? 

Mr. Stewart. It will cost an additional $1,230,000 a year. 

The Cuarrman. The reason I asked that question is because that 
is the most important information requested by the Senate when it 
considers matters such as this. 

Mr. Srewart. I think the breakdown can be made even in more de- 
tail by the following witnesses. 

The Cuarrman. Good. 

Mr. Keri. Is that an all-inclusive cost including retirement and 
auxiliary benefits or just wage costs? 

Mr. Stewart, That is just the wage costs. 

Mr. Kertrn. Mr. Chairman, that cost figure he gave was just the 
wage cost, not the retirement—the auxiliary benefits. 

The CuarrmMan. Has anyone estimated the cost ? 

Mr. Faucerte. I imagine the Civil Service Commission will give us 
that information. 

The Cuarman. I hope they will, because it will be necessary for 
the committee to have this information. 

Mr. Faucerre. Mr. Stewart, can you give this information or will 
it be necessary for the Civil Service Commission to furnish it? 

Mr. Srewarr. I am informed that the Civil Service Commission 
will supply the information. 

(The information was subsequently furnished by the Civil Service 
Commission and appears in Mr. Ellsworth’s testimony. ) 

The Cuatrman. Any questions, Senator Martin ? 

Senator Martin. No questions. 

The Cuarrman. We thank you for appearing before us. 

Mr. Stewart. Thank you very much, Mr. Chairman and members 
of the committee. 

The CuarrmMan. The next witness is Hon. George H. Roderick, As- 
sistant Secretary of the Army for Financial Management. 
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STATEMENT OF GEORGE H. RODERICK, ASSISTANT SECRETARY OF 
THE ARMY FOR FINANCIAL MANAGEMENT; ACCOMPANIED BY 
COL. STERLING K. EISIMINGER, MILITARY ASSISTANT TO AS- 
SISTANT SECRETARY RODERICK; AND E. A. SOMPAYRAC, STAFF 
MEMBER, OFFICE OF PERSONNEL POLICY—OASD (M. P. & RB.) 


Mr. Ropertck. My name is George H. Roderick, I am Assistant 
Secretary of the Army for Financial Management. I am accom- 
panied by Col. Sterling K. Eisiminger from our office, and from the 
Department of Defense, Mr. Edward Sompayrac. 

Mr. Chairman and members of the committee, it is a privilege for 
me to appear before the committee today as a representative of the 
Department of Defense to discuss S. 1850. As an Assistant Secre- 
tary of the Army I have a dual responsibility for matters in the 
Panama Canal Zone. 

First, insofar as canal operations are concerned, I am Chairman 
of the Board of Directors of the Panama Canal Company and also 
represent the Secretary of the Army in Canal Zone Government 
affairs. 

Second, in matters concerning the military defense of the zone, 
my office acts for the Department of the Army and, in turn, for the 
Department of Defense in policy matters affecting the Commander 
in Chief, Carribean—the joint military commander of the area. 

The legislation which this committee has under consideration this 
morning would provide the necessary legislative authority to permit 
implementation of the personnel features in the memorandum of 
understandings attendant to the 1955 treaty with the Republic of 
Panama. Although the treaty covered a number of very important 
matters, I believe that none was considered to be of more importance 
by the Panamanian delegation than those relating to the personnel 
problems in the zone. 

By the terms of the memorandum of understandings it was agreed 
on the part of the United States to seek legislation to permit the 
establishment of a uniform wage plan and the coverage of Panama- 
nian citizen employees under the Civil Service Retirement Act. The 
Senate in ratifying the treaty approved these commitments. 

We considered it most important that all employers in the Canal 
Zone adopt consistent policies and practices in regard to the imple- 
mentation of the treaty commitments. The Canal Zone Govern- 
ment, the Panama Canal Company, and the military installations 
of the Department of Defense are the predominant employers in the 
Canal Zone. For these reasons Secretary Wilson delegated to me 
the responsibility for the development of a uniform pay plan and an 
appropriate employment plan to be adopted by the military depart- 
ments as well as the Canal Zone Government and the Panama Canal 
Company. 

The plans which have been developed in anticipation of enactment 
of Senate bill 1850 were developed jointly by officials of the interested 
agencies and in consultation with the Department of State and the 
Civil Service Commission. Governor Potter, who follows me as a 
witness, is prepared to explain these plans in more detail. 

However, I do wish to emphasize that in developing these plans 
we have been very careful to comply with the terms of the treaty and 
with the commitments which were made to the Senate Foreign Rela- 
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tions Committee in explaining the proposed treaty prior to its rati- 
fication. If this proposed legislation is enacted, thus authorizing us 
to implement the plans we have developed, we believe the resultant 
actions will eliminate several causes for Tiisoncent which have been 
the source of misunderstandings in our otherwise generally fine rela- 
tionship with the Republic of Panama. 

On behalf of the Department of Defense, of the Canal Zone Govern- 
ment, and the Panama Canal Company, I urge that you approve 
Senate bill 1850. 

Thank you. 

The CuHarrmMan. Do you know whether or not there has been a 
similar bill introduced in the House? 

Mr. Ropericx. They tell me yes. 

The Cuarrman. Do you know the status and if any hearings have 
been scheduled or held on the bill ? 

Mr. Roperick. They have not had the hearings. 

The CHatrmMan. The reason I asked that question is because I 
thought we might avail ourselves of some of the material that is 
produced at the hearings over there. Also we might make our record 
available to them if necessary. 

Do you have any questions, Senator Scott ? 

Senator Scorr. No questions. 

The CHarrMan. Senator Morton ? 

Senator Morton. No questions. 

The Cuamman. Any questions by the staff / 

Mr. Favcerrr. Mr. Roderick, do you wish Governor Potter to 
explain in detail the new wage plan proposed for the Canal Zone 
employees / 

Mr. Ropericx. He is prepared to do it. I know quite a bit of the 
detail but he knows more of the plan than I do. 

Mr. Favucerre. That is satisfactory. Just so we are able to get 
that information for the record. 

Mr. Roperick. In the same way Mr. Sompayrac, from Defense, has 
also worked on the details for the Defense Department. We are pre- 
pared to answer those questions as you see fit. 

Mr. Favcerrr. Do you want Governor Potter to give that informa- 
tion to the committee also / 

Mr. Rovericx. I think that would be better. It would expedite 
things. 

The Cuamman. Mr. Stewart, the main thing you wanted to state 
was that the Department of State approved bill S. 18504 

Mr. Roperick. Definitely. That is our recommendation. Yes, sir. 

Mr. Favcrrre. Do you know if this bill is generally satisfactory to 
the Panamanian Government ? 

Mr. Ropertcx. To my best knowledge, I would say “Yes.” I would 
guess that it is not all that they would like but I think to answer your 
question, “Yes.” 

Mr. Faucerre. Do you know if this bill is generally satisfactory to 
Canal Zone employees, both United States citizen and Panamanian 
citizen employees ? 

Mr. Ropertck. My answer to that is generally “Yes, sir.” 

The Cuarrman. You refer to both the Panamanians and the Amer- 
icans who are employed there ? 

Mr. Roperick. That is correct. 
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The Cuarrman. Any other questions? 

Senator Martin. I have one question here I would like to ask. 

This provision giving coverage of the Panamanian citizen employees 
under the Civil Service Retirement Act. Would that result in Pana- 
manian citizens drawing more pay under retirement than they draw 
on active duty ? 

Mr. Roperticx. I will ask Mr. Sompayrac to answer that question. 

Mr. Sompayrac. No, sir; they couldn’t draw more than they draw 
while they are actually employed. 

Senator Marrin. We had some minimum increase provided, did 
we not ? 

Mr. Sompayrac. Yes; there is a minimum provision; I think it 
works out so that they could get about 80 percent of what they received 
as employees. 

Mr. Keruin. They could not get more than 80 percent at the time 
of their retirement. However, when the benefits of those already on 
the retirement rolls are increased, it is very easy to push them up above 
what they received as an employee. 

The CuHatrman. I notice the Civil Service Commission is repre- 
sented here; they can probably furnish us with those facts. 

Mr. Ropertck. They are here also. 

Senator Martin. We run into these things once in a while where 
surprising results come out. We want the full information. That is 
all I am asking for. 

The Cuatrman. Mr. Roderick, we thank you for appearing before 
us this morning. 

Mr. Ropericx. Thank you. 

The Cuarrman. Governor Potter, of the Canal Zone, is the next 
witness. 

Governor Potter, we are certainly glad to have you with us this 
morning. I notice the way they rearranged the schedule of witnesses 
makes it better to have you follow Mr. Roderick. 

Governor Porrrr. Yes, sir. 

Mr. Faucerre. Governor Potter, will you introduce Mr. Doolan, 
your assistant ? 

Governor Porter. Yes, sir. 

The CuarrmMan. Just proceed and introduce him for the record. 

Mr. Faucerte. In other words, please identify yourself for the 
record and then introduce Mr. Doolan and any others accompanying 
you. 


STATEMENT OF W. E. POTTER, GOVERNOR OF THE CANAL ZONE, 
BALBOA HEIGHTS, C. Z.; ACCOMPANIED BY EDWARD A. DOOLAN, 
PERSONNEL DIRECTOR, PANAMA CANAL COMPANY; PHILIP L. 
STEERS, JR., COMPTROLLER, PANAMA CANAL COMPANY; AND 
MERRILL WHITMAN, SECRETARY, PANAMA CANAL COMPANY 


Governor Porrer. Mr. Chairman, I am Gov. W. E. Potter, of the 
Canal Zone. Iam accompanied by Mr. Edward Doolan, who is Chief 
of the Personnel Bureau of the Canal Zone Government of the Com- 
pany, and in the room also are Mr. Merrill Whitman, Secretary of 
the Panama Canal Company, and Mr. Steers, who is the Comptroller 
of the Company. So I do feel that I am backed up with as much 
technical information as we might possibly have in the Canal Zone. 
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I would like perhaps off the record 

(Discussion off the record.) : 

Governor Porrer. Mr. Chairman, my statement is rather long and 
involved but in view of the questions that have been asked so far I 
would like to proceed in reading it to the extent of bringing out the 
details of the legislation that we are appearing for and the reasons 
why this legislation was required. 

The CHarrMan. Justa minute. Off the record. 

(Discussion off the record.) 

The CuatrmMan. On the record. 

All right, Governor, you may proceed. 

Governor Porrrer. Mr. Chairman, as Governor of the Canal Zone 
and President of the Panama Canal Company, I appear in support of 
S. 1850. This legislation is necessary in order that the United States 
can put into effect commitments made in item 1—the so-called single- 
wage agreement—of the memorandum of understandings—a collat- 
eral document to the 1955 Treaty of Mutual Understanding and 
Cooperation with the Republic of Panama. This treaty was ratified 
by the United States Senate in 1955. 

Subsequent to the ratification of the treaty, the Canal organizations 
and the Department of Defense agencies in the zone have been en- 
gaged in developing the plans needed to implement the agreements 
reached. Frequent meetings with the many labor organizations in 
the zone and the Washington headquarters of some of them have re- 
sulted in a detailed plan which, I believe, meets the needs of all 
agencies involved. I can report that the labor organizations have 
worked as hard as have the Government organizations in producing 
a plan with which we can all live. We are ready to report on those 
plans in as much detail as the committee might desire. 

The memorandum recognizes that it cannot be implemented until 
substantive legislation has been passed by the Congress. The changes 
generally provide for exemptions from existing legislation which 
prevent the application of the single-wage concept. 

Item 1 of the 1955 memorandum of understandings reached reads 
as follows: 

1. Legislation will be sought which will authorize each agency of the United 
States Government in the Canal Zone to conform its existing wage practices in 
the zone to the following principles: 

(a) The basic wage for any given grade level will be the same for any empleyee 
eligible for appointment to the position without regard to whether he is a citizen 
of the United States or of the Republic of Panama. 

The Cuarrman. Does that mean that they get 25 percent differential 
for cost-of-living ? 

Governor Porrer. No, sir; the memorandum in this subsequent 
reading will clarify that item, I am sure. 

The Cuarrman. All right, proceed. 

Governor Porrer (reading) : 

(b) In the case of an employee who is a citizen of the United States, there 
may be added to the base pay an increment representing an overseas differential 
plus an allowance for those elements, such as taxes, which operate to reduce the 
disposable income of such an employee compared with an employee who is a 
resident of the area. 

(c) The employee who is a citizen of the United States will also be eligible 
for greater annual-leave benefits and travel allowances because of the necessity 


for periodic vacations in the United States for recuperation purposes and to 
maintain contact with the employee’s home environment. 








28 ADJUSTMENT OF PAY RATES IN THE CANAL ZONE 


Legislation will be sought to make the Civil Service Retirement Act uniformly 
applicable to citizens of the United States and of the Republic of Panama em- 
ployed by the Government of the United States in the Canal Zone. 

The United States will afford equality of opportunity to citizens of Panama 
for employment in all United States Government positions in the Canal Zone 
for which they are qualified and in which the employment of United States 
citizens is not required, in the judgment of the United States, for security 
reasons. 

The agencies of the United States Government will evaluate, classify, and 
title—— 

The CuatrmMan. By the way, you said “security reasons.” Due to 
the recent ruling of the Supreme Court it would appear sedi hard 
to discharge an employ ee for security reasons. 

Governor Porrrer. The key clause, sir, is “in the judgment of the 
United States.” 

The CHarrman. We have that same clause in present security laws. 
Up to now it has been considered sufficient to permit agencies to dis- 
charge employees they felt were unfit to work for the Government. 
However, the ruling of the Supreme Court yesterday has decreed 
otherwise. 

Proceed. I just thought I would call that to your attention. 

Governor Porrrr. I might say that in all my career, my greatest 
lack is the lack of a legal education. I can’t comment on what the 
Supreme Court said. 

The CuHatrman. Proceed. 

Senator Scorr. I would like to say, Mr. Chairman, that it is in 
his favor that he does not have any legal education. [Laughter.] 

Senator Morron. You mean, Senator, that means he will never 
get on the Supreme Court ? 

Governor Porrer. Further quoting, sir, from the memorandum: 

The agencies of the United States Government will evaluate classify, and 
title all positions in the Canal Zone without regard to nationality of the in- 
cumbent or proposed incumbent. 

Citizens of Panama will be afforded opportunity to participate in such train- 
ing programs as may be conducted for employees by United States agencies in 
the Canal Zone. 

This memorandum of basic understanding includes these three 
major principles—I would like to refer to these three major principles 
we have worked under: 

(A) There must be a single basic wage scale and all jobs must be 
classified and titled without regard to the nationality of the occupant. 
United States citizens may, however, continue to receive the tropical 
differential and increased leave benefits. 

(B) There must be equality of opportunity for employment to all 
positions provided that applicants are qualified. Equal opportunity 
must exist for training a Provision is made for the deter- 
mination by the United States of those positions which must be filled 
by United ‘States citizens for security reasons. And such a list, sir, 
has been drawn up by position. 

(C) Provision is to be made for the application of United States 
civil-service retirement system to employees of the two canal organ- 
izations. At the present time the employees of the other United 
States Government agencies are covered under the system. 

That may sound strange, but in years past the Canal Zone Govern- 
ment and Company have operated under a so-called cash relief act, 
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whereas all the other United States Government agencies have been 
operating under the civil-service retirement. 

There will be one major result from this legisl: a single sys- 
tem of employment practices for all United States agencies in the 
zone. The present multiple systems prevent any me aningful coor- 
dination. 

The exemptions required are: 

(a) Exemption from the provisions of the Classification Act of 
1949, as amended, for all United States Government agencies in the 

Canal Zone except the Panama Canal Company, which is already 
specifically excepted. The exemption is needed to permit pay oa 
of basic rates of pay other than those established in the Classific: 
tion Act, thereby permitting recognition of the tax factor aasiee 
plated in item 1, and the use of ¢ ‘anal Zone Ww age rates in appropri- 
ate cases. There is general agreement that the 1 rates of pay for posi- 
tions at levels comparable to ‘GS-1 through GS-3 be fixed with ref- 
erence to prevailing rates of pay for comparable jobs in the Canal 
Zone and that rates of pay for positions at levels comparable to GS-4 
and above be equal to those provided in the Classification Act, plus 
the tropical differential. 

The Cuatrman. Does this bill provide that authority 

Governor Porrrr. Yes, sir; it carries the authority, Senator. 

The Cramman. The authority for that; ves. I realize it is left to 
you. 

Governor Porrrer. (>) Exemption from the provisions of the act 
of October 25, 1951, is sought for the same reasons as apply to the 
Classification Act provision; namely 

The Cratrman. Do we need legislation now for you to carry out 
the provisions of the treaty ? 

Governor Porrer. Yes, sir; and the treaty provides, sir, that this 
legislation is a prerequisite. 

That in applying the basic wage and salary plan under item 1 to 
teachers, policemen, and fire officers, administrative discretion is 
needed to enable the Canal Zone Government to maintain reasonable 
correlations of pay rates of non-United States citizen employees in 
these occupational groups with non-United States citizen rates of pay 
in other occupational categories. 

The Cuatrman. Is this similar with what we are doing in other 
countries right now; in occupied Germany and other foreign coun- 
tries ¢ 

Governor Porrer. I cannot say, sir. 

The Cnarrman. I would like to obtain that for the record ; it would 
be well to have that. 

Governor Porrer. Mr. Sompayrac who accompanied Secretary 
Roderick will have that information. 

Mr. Ropertck. Mr. Chairman, Mr. Sompayrac can answer that 
question if you would like it now. 

The Cnamman. Can you answer that question? Do we provide 
a different differential in Germany ? 

Mr. Somrayrac. This is a different situation than we have in effect 
in any other foreign country in the world. In the other countries 
we do what the military is doing in the Canal Zone; we have a dual 
wage system. We have a schedule of wages for locally hired person- 
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nel, non-United States citizens, and we have another schedule of 
wages for United States citizens. In those areas we have the situa- 
tion of United States citizens and non-United States citizens doing 
exactly the same work but paid different money. 

The Cuatrman. I think you do that to keep them from upsetting 
the prevailing wage scale in the communities where the agencies are 
located. 

Mr. Somrayrac. That is right; and this is our desire. 

The Cuatrman. Proceed. 

Governor Porrer. The memorandum of understandings reached per- 
mits the payment of a differential for such factors as taxes which 
operate to reduce the disposable income of a United States citizen as 
compared to a Panamanian in the same job. A tax differential 
factor has been developed based on the average-size family in the 
Canal Zone. 

The tax liability factor is an amount equivalent to the excess of the 
income tax which the typical United States citizen employee normally 
would expect to pay the United States Government on his base salary 
or wage plus the tropical differential, over the amount of income tax 
the typical Panamanian citizen employee would normally pay to the 
Panamanian Government on his base salary or wage. The tax for 
United States citizens is computed on the basis of a family of 4, using 
the standard 10-percent deduction and joint-return computation. The 
Panamanian tax is computed on the cats of the “family” tax, dis- 
regarding the “bachelor” tax, and by applying the deductions author- 
ized for two minors. 

The Cuarrman. Governor, is it not true that until recent years the 
Americans working in the Canal Zone did not pay income tax? 

Governor Porrer. U p through 1951, sir. 

The Carman. And since then they have had to pay income tax to 
the United States Government? 

Governor Porrrr. Yes, sir; that is right. No matter how the tax 
factor is applied, it probably will be considered inequitable by some 
employees. The tax situation for all is different; some have outside 
incomes; some have deductions in varying amounts for other taxes, 
sick leav e, and so forth ; some have no dependents ; and some have many 
dependents. However, it would be a practical impossibility to provide 
a different tax factor for each employee, and, consequently, we have 
gone on the average situation for the United States citizens for that 
as against an average sitution for the Panamanian citizen. 

At this point I w ould like to highlight the fact that the representa- 
tives of the Army, Navy, Air Foree, ‘and other Government agencies 
have done yeoman service in the joint planning for the implementation 
of the 1955 commitments to Panama. There has been a spirit of 
friendly cooperation throughout, both at the Canal Zone level and 
here in Ps de a Without the wholehearted cooperation of all 
concerned, Government and labor, joint agreement on a proposal to 
implement the legislation could not have been obtained, because, I 
assure you, the problems involved in unifying wage and personnel 
practices among several agencies that had a variety of conflicting 
systems of their own were complex, to say the least. 

And Mr. Doolan and his staff and the Army staff have been sitting 
steadily practically for 6 months, morning and afternoon, and w ork- 
ing out the many documents that are necessary to put this plan into 
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effect. I can report to the committee that when and if this legisla- 
tion is passed we are ready to move. 

The Saas wage and salary plan which has been developed to im- 
plement the United States Government commitments has been con- 
ceived and prepared jointly by representatives of the Army, Navy, 
Air Force, and the Panama Canal Company and the Canal Zone 
Government. The same job designations, grade levels, evaluation 
plans, and pay plans will apply to employees of the U nited States 
Government agencies in the Canal Zone. Although only the Panama 
Canal Company , the Canal Zone Government, and the Department of 
Defense—Army, Navy, and Air Force commands—participated in the 
development of the plan, other agencies, such as the Civil Aeronautics 
Administration, the Department of Justice, and the Department of 
Agriculture, have also been advised of the proposed basic wage plan. 
These agencies have only a very few employees stationed in the Canal 
Zone. 

I believe a brief description of the major aspects of the basic salary 
and wage plan is in order. It is divided into three major parts: 
Manual, nonmanual, and service. In addition, there is a group of 
miscellaneous jobs not included in the three major groups; and we 
have labeled these as special category jobs. 

The manual job list—from now on, sir, would you desire I continue 
to read ¢ 

The Cuatrrman. Any way you desire. 

Governor Porrer. It would probably be easier if I read it. 

The CuatrmMan. Go ahead and read it. 

Governor Porrrer. Coverage for the manual. This category consists 
of manual-type—blue collar—jobs, including unskilled and semi- 
skilled labor, skilled trades and crafts, and related supervisory and 
inspection jobs. 

The manual evaluation plan contemplates the use of the Navy jpay 
level system for all manual-type occupations and the use of the Navy 
supervisory pay structure for supervisory jobs. At all levels, Navy 
job titles and evaluations are to be used wherever practicable. 

Pay: Rates of pay for positions in this group in levels 1 through 
10 are to be fixed with reference to prevailing rates of pay for com- 
parable jobs in the Canal Zone and are to be adjusted on the basis 
of economic conditions prevailing in the Canal Zone and the Republic 
of Panama. 

The Cuarman. Is there anything in this plan regarding unemploy- 
ment insurance ? 

Governor Porrer. No, sir. 

The Cuatrman. Proceed. 

Governor Porrer. Rates of pay for positions in levels 11 through 16 
are to be fixed with reference to the average rates in the nine United 
States naval shipyard areas and are to be adjusted annually on the 
basis of wage adjustments in those areas. 

As explanation I might say that each year we get the rates of pa 
at these nine naval shipy ards, average them out, ‘hold meetings with 
the labor groups, come up with a pay increase exactly comparable to 
the pay increases that have been given in the United States and apply 
them in the zone, and that has been historic for at least 30 to 40 years, 
sir. It is an established system. 











32 ADJUSTMENT OF PAY RATES IN THE CANAL ZONE 





Nonmanual : This category consists of nonmanual type—white col- 
lar—jobs including administrative, technical, professional, clerical, 
and related occupations. 

The nonmanual evaluation plan contemplates the use of the De- 
partment of the Navy point evaluation system for classified type jobs. 
The United States Civil Service Commission classification standards 
will be used in conjunction with the point evaluation plan where ap- 
propriate and where necessary to maintain suitable alinement of posi- 
tions. Titles will be those currently used by the Navy. 

Pay: Rates of pay for positions in grades 1 through 3 will be fixed 
with reference to rates of pay for comparable jobs in the Canal Zone 
and are to be adjusted periodically on the basis of economic conditions 
prevailing in the Canal Zone and the Republic of Panama. Rates of 
pay for positions in grades 4 through 18 will be fixed with reference 
to rates of pay for comparable jobs in the Department of Navy, and 
are to be adjusted when those rates are adjusted. 

The service category: This category includes sales type, food serv- 
ice, housekeeping, and related submanagerial positions and medical at- 
tendants positions. 

Classification standards developed by the Army, Navy, Air Force, 
Civil Service Commission, and other Federal agencies will be used 
to evaluate representative jobs under this plan. 

The Cuatrman. Referring to rates of pay for positions in grades 1 
through 3, would not most of the Panamanian employees be in that 
group ¢ 

Governor Porrrer. Yes, sir. 

The Cuarrman. That is what I thought. 

Governor Porter. In this group and in the manual group, 1 through 
10, sir. Something like seven to eight thousand of them will be in 
those groups. 

The Cuarrman. Thank you. Proceed. 

Governor Porter. Local evaluation guides will be used where con- 
sidered necessary. Other jobs not evaluated by job standards will be 
evaluated by the ranking method. Titles will be based on those in the 
Dictionary of Occupational Titles published by the Department of 
Labor. 

Pay: The rates of pay in grades 1 through 6 will be fixed with 
reference to prevailing rates of pay for comparable jobs in the Canal 
Zone and will be adjusted periodically on the basis of economic 
conditions prevailing in the Canal Zone and the Republic of Panama. 
Rates of pay for positions in grades 7 through 9 will be established 
with reference to the rates of pay for grades 4 through 6 of the Navy 
classified pay schedule and will be adjusted when those rates are 
adjusted. 

The special group: This category includes a number of occupa- 
tional groups that do not readily fall into any of the other three 
groups. It includes policemen, fire officers, postal clerks, pilots, 
schoolteachers, floating-equipment employees, power-system em- 
ployees, railroad operating personnel, printing employees, and ap- 
prentices. 

I might add here, sir, that nearly all positions in these groups exist 
only in the Panama Canal Company and in the Panama Canal Gov- 
ernment and not in the military services. 
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The jobs in each major group in this category are to be evaluated 
and paid on the basis of the most practicable method that will reflect 
a comparable pay relationship to rates of pay in the United States 
for the jobs on which Canal Zone pay is based. For example, power 
system jobs will be evaluated and titled with reference to titles and 

rates of pay for comparable jobs in the United States Corps of Engi- 
neers, Tennessee Valley Authority, the Bureau of Reclamation, the 
Bonneville Power Administration, and the Southwestern Power 
Administration. 
In other words, this power group will be related exactly to similar 
categories of public power people working in TVA, Corps of Engi- 
neers, Bureau of Reclamation, and others. 

The Cuarman. That will be quite an increase for them; will it 
not ‘ 

Governor Porrer. We have been doing that for many, many years, 
too, sir; the systems for pay on this group have been in effect for many 
years in the Canal Zone and are so set by precedent that I don’t believe 
any Governor could even attempt to change the system. 

Fringe benefits, such as night differential, overtime, holiday com- 
pensation, etc., for employees in the manual category will be applied 
in the same manner as they are applied in United States naval ship- 
yards, with the exception ‘that night differential is to be paid on a 
percentage—7 percent—of base compensation rather than a straight 
hourly Tifovential Fringe benefits for nonmanual employees and 
service employees will be continued in the same manner as they are 
currently applied for classified-type employees. Fringe benefits 
for special category employees will follow the same general pattern 
as for the manual and nonmanual employees depending on whether 
or not the occupational group is related more closely to the manual 
or to the nonmanual category. 

The implementation of the entire basic w age and salary program 

in the Panama Canal Company-Canal Zone Government only will 
cause an estimated $240,000 a year increase in payne’ costs. Part 
of the increased cost results from the changeover of a number of 
so-called local rate jobs to United States rates of pay aa the re- 
mainder results from the adjustment of individual rates caused by 
the use of new pay schedules. In the long run, payroll costs will be 
lower under the proposed program. The $240,000 initial payroll 
increase will be more than offset by the long-run savings that will 
result from the development of skills in locally recruited labor. 

The Cuairman. How long will it take to do that ? 

Governor Porrer. I would say that within the next 5 or 6 years, 
something like that, sir, it will get less as time goes on. 

Mr. Faucerre. Governor, does that mean that the Panamanian 
employees will be gradually increased in the Canal Zone ? 

The Cuarrman. That means when you put them under this new 
wage plan and civil service retirement they will gradually get more 
and more as their skills develop. 

Governor Porrer. That particular paragraph, sir, harks back to 
the memorandum of understanding where it says that Panamanian 
citizens will have equality of opportunity in entering into jobs and in 
the training systems that we may have. 
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The Cuamman. That means, then, you will gradually have more 
and more Panamanians in the jobs than Americans. The ratio will 
become greater / 

Governor Porrer. Well, the present ratio, sir, is about 10,000 Pana- 
manian employees in the Canal Zone organizations and 3,500 United 
States citizen employees. 

The CHatrMan. You could not cut down on the cost unless you 
got rid of some of your American employees and put Panamanians 
in the jobs; could you? 

Governor Porrer. Well, they have equal competition. 

The Cuamman. Would you not have to do that in order to bring 
about a saving ? 

Governor Porrer. Your statement is exactly right, sir. 

Mr. Faucerre. In other words, you must first develop their skills 
for the jobs? 

Governor Porrer. The skill must be developed and it does not exist 
now in sufficient quantity. 

The CuarrmMan. It takes time, and that is the reason I asked how 
long it will take to develop their skills. 

Proceed. 

Governor Porrer. Because the question has come up, sir, I might 
say that the skill that is developed must be the skill that meets the 
standard of the merit system and be directly comparable to the skill 
required under civil-service procedures. 


THE GRANDFATHER CLAUSE 


The proposed legislation contemplates that any employee whose rate 
of pay under the proposed plan would be lower than his current rate 
would retain his current rate as a personal rate of pay until he leaves 
the position or until the rate for the job catches up with his personal 
rate of pay. This is considered necessary and desirable to preserve 
the morale of those employees who, through no fault of their own, 
would otherwise be adversely affected in regard to pay. This “grand- 
fathering” or “freezing” of the pay rates ‘of incumbents that other- 
wise would be adversely affected is a customary wage practice used 
both by private industry and by Congress in appropriate cases. 

Mr. Faucetre. Approximately what number would be affected by 
the “freezing” of pay rates? 

Governor Porrer. At the present time there would be about 200 
United States and Panamanians citizens who will be grandfathered 
in lower paid jobs and have their pay frozen. There are many others 
whose pay will be different by a penny or so, but within the next year 
or two the changes in rates of pay, the raises of pay, will cause them to 
get out of that so-called grandfather classification. Really what we 
are concerned with, sir, is about 200. 

The Cuarrman. Do you ordinarily get as much work out of the 
Panamanian employees as you do the U ‘nited States citizen? 

Governor Porrer. If your question is about pay, sir, they will have 
the same base 

The CHamman. I am speaking about the work that they turn out. 
Who produces the most work ¢ 

Governor Porrer. Well, the American citizen produces the most 
work because he has been trained in skills that the Panamanians don’t 
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have, sir; and we do not have any United States citizens working in 
the large group of the jobs that the Panamanians are w orking in, 
so it would be rather difficult to establish a comparison. 

Senator Martin. How much does this grandfather clause contrib- 
ute to the increased cost ? 

Governor Porrer. Well, practically none of it, sir. 

Senator Martin. This $240,000 mentioned in the preceding para- 
graph is mostly all due to the grandfather clause 4 

Governor Porrer. No, sir; the increase in costs results largely from 
increasing the pay of employees now paid at lower Canal Zone rates 
whose positions will fall in the United States paid group. 

Senator Martin. That, of course, would be overtaken as qualifica- 
tions for higher rates of pay come along under the provisions here, 
and that is why this $240,000 then fades out and other economies set 
in? 

Governor Porrer. Yes, sir; to some extent, and also as present 
grandfathered positions are vacated. 

We feel that there will be some of these grandfather employees who 
will still be employed with us, say, 10 years from now, but many of 
them will disappear earlier through retirement and other reasons. 

The rest of my statement I will summarize, sir. As far as central 
employment is concerned, we have an interagency agreement to set 
up a central employment office through which all job appli ‘ants will be 
screened. It isa requirement, in order that we have the same abilities 
and the same jobs and that there be equality afforded everybody. 

On the United States citizen benefits, sir, those include the 25 per- 
cent tropical differential. 

Now, in effect the greater leave benefits and the free home leave 
benefits, all of which are allowed by the Congress. 

The Cuarrman. What are the leave benefits for the Panamanians? 

Governor Porrrer. The normal leave accrued is 208 hours a year, 
sir. 

The CuarrmMan. They would gain that much? 

Governor Porrrer. They would have that much. 

The Cuarrman. They have that much? 

Governor Porrer. They have that much now. Yes, sir. 

As far as civil-service retirement is concerned, this is provided for 
under the memorandum of understandings and it provides for the 
putting of all of the Panamanian employees under civil-service retire- 
ment and would put the Canal Zone agencies under the same system 
that the military now have. Their employees are already under the 
civil-service retirement. 

One important item is the fact that the law provides for a 30-per- 
cent withholding tax under our Internal Revenue Code for aliens 
who are under this civil-service retirement to make up for the differ- 
ence in tax between the 2 groups. 

This is the last paragraph, sir. We are prepared to answer any 
questions. 

The Cuarrman. In other words, you would collect withholding 
tax from the Panamanian employees? 

Governor Porrrer. As provided for under the Internal Revenue 
Code, 30 percent withheld at source—the Treasury. That is the end 
of my formal statement, sir. 
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The Cuarrman. We certainly thank you for coming. I think you 
have made a fine presentation here. Are there any questions ? 

I am going to ask Senator Scott to take over. We have one more 
witness, ‘and I have to go up and open up the Agriculture Committee. 
They asked me this morning to do that. Senator Ellender, who is 
chairman, cannot be there and I, being the vice chairman—he asked 
me to come up and open up the meeting; so, will you take over, Senator 
Scott. Iam sorry I have to leave, too, when the C hairman of the Civil 
Service Commission is going to testify next, but I promise him I will 
read his testimony. 

Thank you, and I certainly appreciate you being with us, Governor. 

Senator Scorr (presiding). Mr. Kerlin. 

Mr. Keri. Mr. Chairman, I would like to ask Governor Potter 
a question. 

Governor in discussing “central employment” in your statement, 
you say: 

An interchange agreement will be sought with the Civil Service Commission 
to enable United States citizen employees with competitive status acquired 
under the Canal Zone merit system to transfer freely * * * 

I should think that would be a matter of real concern to the em- 
ployees, and I am wondering if it would not be possible to work out 
that agreement with the Civ il Service Commission in advance of final 
action on this proposed legislation so that employees would have no 
doubt as to the possibilities. 

Governor Porrer. Well, in working out our merit plan, Mr. Kerlin, 
we have been very fortunate in having the intimate advice of the 
Civil Service Commission. Mr. Berlin has been to the zone at least 
once, Mr. Doolan has been up here working with the Civil Service 
Commission; the plan itself is developed, and we feel that we have a 
plan that can be accepted with the normal minor differences that 
more detailed study will provide. 

I realize the concern of the employees, but with the fine cooperation 
we have gotten from the Civil Service Commission I feel that by the 
time this law is in effect that we will have that agreement. 

Do you agree, Mr. Doolan ? 

Mr. Dootan. Yes, sir. 

Mr. Kerirx. How do the employee groups feel about it? Have 
they been consulted with regard to it, and are they in agreement 
with the proposed plan ? 

Governor Porrer. If I could put it this way, sir. There are several 
things, details of this plan, that we have felt first should be given 
to the ‘committee 1 ‘ather than be exposed to vere glare prior to the 
time this hearing was held. That particular fact has been explained 
to the labor unions in the zone; there are some things, like the se- 
curity lists, that we feel should first be exposed before this committee, 
but we have explained in detail the coverage of each one of these 
many things that the law requires and I believe they have been con- 
sulted on this merit plan. 

Mr. Dootan. They have been. 

Governor Porrer. But not the details of it, sir. 

Mr. Keriry. Under paragraph (d), talking about these special 
groups—policemen, fire officers, postal clerks, ‘pilots—pilots; Ll pre- 
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sume you refer there to the Canal Zone ship pilots as distinguished 
from air pilots? 

Governor Porrer. Yes, sir. 

Mr. Kerurn (continuing). Schoolteachers, and so on. 

Now, is it correct that the pay of policemen would be related to the 
pay of police in Washington, the pay of postal clerks to the pay of 
postal employees in the States, and the pay of ship pilots to the 
United States maritime rates ? 

Governor Porrrer. The policemen are referred to the District of Co- 
lumbia pay group; the fire officers the same way; the postal clerks to 
the United States postal system laws and pay; the schoolteachers, 
District of Columbia rates; floating equipment, Corps of Engineers 
floating equipment pay scales across the United States; printing em- 
ployees, to the United States Government Printing Office; railroad 
operating personnel, United States rate to the class I railroads. Yes, 
sir. 
Mr. Kerirn. You covered them all except the pilots. 

Governor Porrer. Well, we are rather chary, sir, about talking about 
pilots, because they have this rather large lawsuit against us. We are 
still having strong differences of opinion as to who is going to win 
this suit, and I just hesitate now to come out in a great deal of detail 
on how their pay is fixed because it might be used “agin” me. 
[ Laughter. | 

Nevertheless, with some exceptions there is satisfaction with the way 
pilots pay is fixed. 

Mr. Kerury. I think I understand. 

Governor Porrrer. We do have, sir, a number of color charts that 
will show you the complexity of the pay groups that we have and 
employment groups we have in the zone. If you would care Mr. 
Doolan could run through those rapidly. 

Mr. Faucerre. We already have copies in the file of the committee, 
but I would like for him to present and explain these charts in detail. 

Governor Porter. Right, sir. 

Mr. Doolan. 

I might say this, Senator Scott, while he is getting those charts 
around. We could have held this hearing in a much cooler place, in 
the Republic of Panama, in the Canal Zone, where we don’t have tem- 
peratures like this here. 

Senator Scorr. This temperature, for your information, is caused 
by other matters. 

Governor Porrerr. I see. 

Mr. Dootan. Mr. Chairman, the small charts which you have in 
front of you are not in color, but they are so coded as to be the same 
as these colored charts and the explanations are on the side of the chart. 
Therefore, I will keep my remarks very brief except as to answer any 
questions that you might have. 

The first chart that you have before you is the present distribution 
chart of the Company government employees. I might say in preface 
that our charts here cover generally only the Panama Canal Company 
and the government, but the pay systems and the general relationship 
in the numbers of employees in each group are very much the same 
in the military agencies. 
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The Panama Canal Company has the largest number of employees 
in the Canal Zone—approximately 13,700 out t of a total of about 20,200. 
About 68 percent of the employees are in the Panama Canal Company, 
21 percent in the Army, and the remaining 11 percent in the Navy and 
Air Force. 

Less than 1 percent of the employees cannot be shown on this chart; 
they are in the agencies represented by very small numbers of em- 
ployees in the zone, usually 2 or 3 people in each office. 

In our own organization, the Company government, the largest 
number of employees, approximately 10,000. out of close to 14,000, 
are in what we call the present local rate pay plant—practically all of 
them being noncitizens of the United States, mostly citizens of the 
Republic of Panama. 

The remainder comprise the United States citizen groups which are 
broken down into 1,650 classified employees, 950 craft and supervisory, 
325 in the education group, and a miscellaneous group of 775 which 
are planned to be continued as the special group under the new plan 
with some additions to this group. 

This second chart is a schematic diagram of the various pay plans 
now in effect and how we plan to change them in the future. On each 
side we have representations of the present plans, the local rate plan, 
the Classification Act group, the administrative group, and the wage 
board group. 

Under our new unified-pay plan which has been developed inter- 
agency wise, these groups will break down into 3 primary groups and 
1 special group which is found largely in the Panama Canal Company. 
That is, they will break down into the large manual group of 7,350, a 
nonmanual or white-collar group of 2,928, a service group of close to 
1,500, leaving a special group of 1,900 to be continued as at present. 

After the change is made under this new legislation, our breakdown 
will be as shown in this third chart. The manual group will comprise 
slightly more than half of the employees, about 7,350, assuming present 
employment conditions maintain, of course. 

The spec ial employees 1 in the spec ial groups will be 1,900—in those 
occupational groups that are being continued without change, the 
service employees will be about 1.500, and the white-collar group will 
be about 2,900, as indicated on the other charts. 

This next chart is a little complicated as it shows the citizenship 
distribution under the new plan of the breakdown between United 
States citizens and non-United States citizens. 

For example, in the manual group, totaling 7,350, 6,400 will be 
non-United States citizens and the remainder, approximately 930, 
will be United States ctizens. The same ratio or proportion continues 
through the other groups. 

We have shown the Army-Navy-Air Force here as a solid block; 
their ratio is about the same, 4,618 non-United States citizens to 1,922 
United States citizens. 

The following chart, No. 5, is a more detailed breakdown which 
shows the distribution in each wage and salary group in each of the 
agencies very much as in the prec eding chart. 
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Now, the pay plans themselves are shown in these curves that are 
about to be presented in the next series of charts. Our nonmanual 
plan follows very closely the Classification Act schematic grades. 

The first three grades will be based on the present Canal Zone wage, 
and those rates will continue in effect. There are actually three wage 
lines at that level, the first for non-United States citizens, that is 
represented on this chart by the lower line. 

The United States citizen in all jobs will continue to receive his 25 
percent tropical differential and the tax-factor difference. At the 
lower rates the tax factor is not significant; the employee has to be 
up pretty close to $1,800 a year before there is much difference be- 
tween the two tax sy stems. 

The second line, therefore, represents the United States citizen em- 
ployee who is employed in any one of these positions. The top line 
represents the rate of pay that will be paid a United States citizen 
who may occupy a security job at that level. 

For example, the gr: ade 2 file clerk assisting a person who is himself 
working in a security position in a policy-determining area, will have 
to continue to be a United States citizen for security reasons. That 
person will then be paid the United States wage that that person 
would receive in the United States, plus the tropical and tax ditferen- 
tials. Therefore, at that level there are three wage lines. 

Above grade level 3 we shift to only 2 lines, that is, the noncitizen 
line plus the shaded area, which represents the differential and tax 
factor, which adds up to the top line shown in 2 colors here but actually 
identical. 

Governor Porrerr. If I could interject here just one moment. We 
have many doctors who are Panamanians, wonderful doctors; point 
out where they would be. 

Mr. Dooian. A grade 14 Panamanian doctor would be on this scale 
at approximately $4.20 an hour, whereas a grade 14 United States 
citizen employee would be at about the $6 level. 

Governor Porrer. Because of the 25-percent differential and the 
tax differential. All right. Thank you. 

Mr. Dootan. This next graph demonstrates quantitatively the dis- 
tribution of employees as the existing force will be under the new non- 
manual plan. You will notice that there are three bands used; the 
hatched band, signifying the alien or non-United States citizen; the 
shaded area, representing United States citizens; and a dotted area 
which represents security positions which, of course, will continue to 
be filled by United States citizens. 

At pay ‘level 1 we have only non-United States citizens today. At 
pay level 2 there will be a few United States citizens who will be 
grandfathered and their current rates of pay continued for so long 
as they occupy grade 2 or 3 positions. ‘ 

At grade 3 there are both aliens, citizens who occupy nonsecurity 
positions, and security positions which will be continued at the higher 
United States wage level. 

At grades 4 and 5 and on through the series up to grade 15 we have 
both citizens and noncitizens at each grade level. The numbers of 
non-United States citizens at grades above grade 5 and 7 are so small 
as to hardly show on a chart of this kind, but we have them in each 
grade level all the way through grade 15. 
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As I mentioned before, the security jobs will be retained only by 
United States citizens. 

This next chart is very similar to the one we had a moment ago on 
the nonmanual plan. This represents the manual plan and the same 
color scheme is used. 

The, bottom line representing the non-United States citizens, the 
second line the United States citizen, and the top line the security 
rate below the transition point of pay level 11 where the transition to a 
United States base is made. We have determined by very careful 
study and after interagency consultation that we can recruit all the 
nonsecurity positions required in this group up through pay level 
10. From pay level 11 and above we must go to the United States 
for some if not all of the people in each of the higher pay levels, 

In order to give force and effect to the memor andum commitment of 
the given grade level concept we make the transition pdint here at pay 
level 11 [indicating]. Pay level 11 represents the standard journey- 
man job, the machinist, the boilermaker, the pipefitter, and so on. 
Of course, the higher grades are those that require higher skills such 
as toolmaking. ‘The same system has been worked out here showing 
the difference between the tax factor and tropical differential right 
down through the lowest grade. 

Any position below the transition point requiring United States 
citizen occupancy for security reasons will, of course, be paid the 
top line up through the transition point. 

This next chart is similar to the other, showing the quantitative 
distribution of people in the jobs in our organization in the manual 
group after the new system is adopted. You may notice there is a 

rather interesting shift from pay level 3 to pay level 5. It happens 
that under the Nav y system of classification, pay level 3 3 is the top of 
the unskilled level and pay level 5 is the level where higher skills begin. 
There are very few at pay level 4, and therefore there will be a gap. 
That is a common phenomenon even in the present Classification Act 
system where grades 6, 8, and 10 are used less frequently than 7, 9, 
and 11. We have security positions—the dotted hatched lines—below 
the transition level of pay level 11, and portions represented by those 
dotted hatched lines will continue to receive United States rates of 
pay. 

The other United States citizens in nonsecurity jobs below the transi- 
tion level will, of course, be grandfathered. 

Mr. Faucerre. May I ask you a question / 

Mr. Doonan. Yes, sir. 

Mr. Faucerrre. Approximately how many incumbents of jobs will 
be converted downward as a result of this change? 

Mr. Dooitan. About 200, sir, and there will be approximately an 
equal number upgraded. These are non-United States citizens now 
in jobs that will be allocated above the transition point and who are 
now receiving Canal Zone wages. They will, of course, receive the 
higher United States base wage. 

Mr. Faucerre. Of this number that will be converted downward, 
what proportion will be United States employees ? 

Mr. Dooran. I would say roughly about 80 to 90 percent of them 
will be United States citizens. There are some Panamanians affected 
by this—Panamanians already receiving United States pay. They are 
largely in the clerical jobs. 
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Mr. Faucerre. Thank you. 

Mr. Doo.an. Our service plan, shown in the next chart, is very 
similar to the other one, a much simpler plan of only 9 grades with 
the transition point at the grade 7 level. Twenty- five United States 
citizens will be in this group and the rest, approximately 1,500, will 
be non-United States citizens, largely clerical, commissary, sales 
activities, and hospital service jobs. 

The last chart shows the naval shipyard supervisory wage differ- 
entials which are added to the base pay for the journeymen for the 
supervisor at various responsibility levels. We now have and will 
continue to have some Panamanian citizens supervisors, and there- 
fore they will receive a slightly lower supervisory differential, without 
the 75 percent and tax factors, than the United States citizen who 
is shown in the curved line at the top. These are standard differ- 
entials in use today in the naval shipyards and also in the Canal 
Zone, so there is no significant change. 

Senator Scorr. Any questions ? 

Mr. Faucerre. Governor, would you care to discuss the retirement 
phase or would you prefer that Mr. Doolan do that ? 

Governor Porrer. Civil-service retirement ? 

Mr. Faucerre. Yes; the coverage of the Panamanian employees 
in the Canal Zone under civil-service retirement. 

Governor Porrer. I would rather have Mr. Doolan, who is probably 
the world’s greatest expert I know on these matters. 

Mr. Favcerre. The committee already has some information in the 
files but would like for you or Mr. Doolan to cover that particular 
subject in detail, if you will. 

Mr. Dootan. Thank you. At the present time our alien or non- 
U nited States citizen employees are covered under a “quasi-retire- 
ment” act, you might term it, the Cash Relief Act of 1937, as amended. 
This act provides for a relief payment of not more than $45 a month 
for any alien employee of the Company and Government who is dis- 
abled mentally or physically and unable to continue in employment. 
ae are no age factors and there is no employee contribution; it 

s a gratuity to an employee who is no longer able to work. 

The maximum, therefore, that such a person can receive at the 
present time is $540 a year or $45a month. The 1937 act, as amended, 
provides a simple formula for the gratuity which is computed by 
multiplying $1.50 a month for each year of service up to 30 years 
of service. In other words, a 30-year-service man at $1.50 a month 
for each year of service, will get $45 a month cash-relief benefit. 

There is no survivorship provision and the beneficiary’s annuity 
stops immediately upon death. 

The other agencies in the Canal Zone have had their non-United 
States citizens under the Civil Service Retirement Act for more than 
10 years, and many of their people have retired under the act 

By bringing our people under the Retirement Act they will not 
receive a great deal more in terms of actual retirement benefits for 
several reasons: In the first place, their average wage is quite low; 
our average rate of pay for this group is currently about $1,600 a year. 

Mr. Faucerrr. You mean under this new plan now ? 

Mr. Dootan. Under the new plan the average rate will not increase 
very much either, because our payroll costs are not going up. There- 
fore, let’s say $1,600 would represent an average employ ee. He will, 
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of course, have to contribute his 614 percent retirement contribution 
to the retirement fund; the agency will have to match that. 

He will receive retirement benefits based on his years of service 
up through the 80-percent factor mentioned by Mr. Sompayrac earlier 
this morning. No employee can retire with more than 80 percent of 
the average ‘of his highest 5 consecutive years’ salary. 

Also, a person w ho is blanketed under the Retirement Act does not 
get the full benefits of his annuity unless he pays up the contributions 
he would have paid if he had worked under the act all of his service. 
That is worked out in the Retirement Act by deducting 10 percent 
each year of the amount he owes from his annuity. If a man owed 
$2,000 in back payments his annuity would be reduced annually by 

$200. Furthermore, as Governor Potter has alre sady testified, the 

annuities of non-United States citizens are reduced by a 30 percent 
withholding at source. That is, the Treasury, in making out the 
check, withholds 30 percent of the remaining annuity before it is 
paid. Therefore, a noncitizen could not get a great deal of increase 
after you reduce it to the 80-percent level, take out the 10 percent of 
what is owed, and reduce it further by 30-percent withholding. ‘There 
will be some increase over the fixed cash relief benefits, depending 
upon the salary and the service of the individual. They will benefit by 
the survivorship benefits which the annuitant may elect, which pro- 
vide for 50 percent of his base annuity to his widow upon the death of 
the retired annuitant. 

It also provides for survivorship benefits for people who die in 
service in which the widow receives 50 percent of what the employee’s 
annuity would have been computed at time of death, and a small 
amount for the surviving children. 

There is a limitation on the amount that may be paid for the sur- 
viving children. It may not exe eed $1,800 or $600 = child or 40 
percent of the employee’s highest 5 years’ salary divided by the num- 
ber of children. That, of course, will be quite a limitation for these 
noncitizens because, for example, 40 percent of a $1,500 average 
would be $600 divided by, let’s say, 3 children, would be $200 per 
child. Therefore, while 1 child might receive $600, 2 children would 
be $300 each, and so on. Thus, there are some definite safeguards 
which were questioned earlier in the testimony today. 

Mr. Faucerre. What do you estimate the additional cost will be if 
you change from the cash-relief program to the coverage under the 
civil-service retirement ? 

Mr. Dooran. The cost of increasing the retirement will be the 
contribution of the agency, which is 614 percent, matching the em- 
ployee’s contribution. That will be approximately a million dollars 
a year on our present force at present rates of pay. 

This legislation proposes to suspend the benefits of the Cash 
Relief Act prospectively and, therefore, as each of the 4,500 people 
presently receiving benefits under the Cash Relief Act dies or is 
removed from the rolls, there will be a net saving of their benefits 
now being received. At some time on a curve the increased cost of 

tetirement Act contribution will be equalized and eventually it will 
cost less under retirement than under cash relief. 

Our present cash-relief costs are about $2,100,000 a year. The re- 
tirement contribution will be about $1 million. Sometime in the 
future, and that would have to be worked out very carefully on an actu- 
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arial basis, all cash relief benefits would cease, leaving a zero on the 
cash relief side and a million dollars cost on the retirement side. 

Senator Morton. If I might ask a question at that point to make the 
record clear: Those who are now receiving a pension from the Cash 
Relief Act will be unaffected for the balance of their lives ‘ 

Mr. Dootan. That is right, sir. ; 

Senator Morton. Their families will have no survivor benefits; just 
what they are getting now, a gratuity—they made no investment into 
the fund ¢ 

Mr. Dootan. That is correct. 

Senator Morton. So you are figuring now of $2,100,000 that will be 
a declining figure per annum based on attrition in that group of 
4,500? 

Mr. Dooxtan. That is right. 

Senator Morron. Do you have any estimate of the average age of 
the group of 4,500 who are presently affected / 

Mr. Dootan. I do not have any actual figures of average ages, but 
they range from a very few illness cases, below 50 years of age, to a 
large group from about 55 to 90 years of age. There is a large popu- 
lation above 70 years of age. 

Senator Morton. Most of them—most of the 4,500 got on the rolls 
through age retirement rather than through disability ¢ 

Mr. Dootan. Yes, sir. That is disability resulting from age. 

Senator Morton. Therefore, it would stand to reason that the aver- 
age would be somewhere close to 70, if not that high ¢ 

Mr. Dootan. Yes, sir; at least at 70. Our present estimate is that 
the reduction in cost will be about $250,000 a year. 

Senator Morron. And until such a legislation as we are discussing 
today is enacted, however, that roll would continue to grow through 
the normal retirement of those presently employed for either age or 
disability ? 

Mr. Doouan. Yes, sir; we are adding at the present time a net of 
about probably 100 a year. We are adding about 300 to 400 and 
we are losing about 300, so we are increasing it every year. 

Mr. Favucerre. Mr. Doolan, will this change in pay schedule, if it 
is adopted, increase the job opportunities for the United States citizen 
employees? Or will it affect them materially in any way / 

Mr. Dootan. I don’t think it will affect it materially; no, sir. 

Senator Scorr. Senator Martin, any questions ? 

Senator Martin. No questions. 

Governor Porrrr. I could end up with one statement, then, Sena- 
tor—we have used the word “local rate” in this statement of mine 
and in these charts. The use of that term will disappear with the 
enactment of this legislation, and all people in the Canal Zone—United 
States and other—will fit under one system called the Canal Zone wage, 
will be unified, and all of those things that have been offensive to all 
of us in the years past, such as “gold” rate and “silver” rate and “local 
rates” and “United States rate,” will disappear. I think that would 
be one of the marvelous things which we will accomplish through this 
legislation. 

Mr. Faucerre. Governor, I have a few more questions I would like 
to ask you. 

Governor Porrer. Yes, sir. 
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Mr. Faucerre. It has been called to our attention that the deletion 
of the language on page 2, line 11 through 13, section 804, Postal 
Field Service Compensation Act of 1955, would have no effect upon 
the legislation before the committee. 

Would you care to comment upon that? 

Governor Porrer. If that clause were eliminated then that particu- 
lar group will continue to be covered under the laws of the United 
States now existing. It will have no effect upon the way that these 
people would have their pay determined, whether that is eliminated 
or not. I understand their feelings about the elimination of that 
clause; I have no feelings one way or the other except that this is 
administration legislation which I am supporting. But otherwise 
the effect would be little, if any. 

Mr. Keri. Did I understand you to say that the result will be 
the same whether the clause is eliminated or not? 

Governor Porrrer. Yes; that is a commitment. 

Mr. Faucerrr. Anything else, Mr. Kerlin? 

Mr. Kerurn. No, thank you. 

Mr. Faucerre. Another question, Governor. 

Are you acquainted with the proposed amendment which the AFL- 
CIO employee representatives would like to substitute in S. 1850, to 
replace Public Law 207, section 1 (c) of the act of October 25, 1951, 
if it is repealed ? 

Governor Porrer. Yes, sir; I am familiar with that. 

Mr. Faucerre. I shall read the proposed amendment to you. 

Amendment to S. 1850, section 7 : 

The case of any position in the Department or agency of the United States in 
the Canal Zone the compensation for which is fixed in accordance with rates 
for similar employment by the Government in the continental United States, 
and the District of Columbia, the head of the employing department or agency 
shall grant the same additional increase in compensation for such position 
effective as of the date any increase in compensation was granted by act of 
Congress for similar employment in the United States and the District of 
Columbia. 

Governor Porrer. Yes, sir; | am familiar with that. 

Mr. Faucerre. Would you care to comment on that, sir? 

Governor Porrer. What that does, sir, is to legislatively say that 
the systems that we are using in the zone now will continue as is and 
is not offensive to the Canal Zone organization. 

Senator Morron. May I interrupt? 

Mr. Faucerre. Yes,sir. Would you like to see the proposed amend- 
ment, Senator ? 

Senator Morron. It requires you to do by law what you told us 
today you are going to do? 

Governor Porrer. It does one other thing, sir. It does give us the 
authority to pay retroactively, which authority normally does not 
exist. The two examples might be—let us say one of these groups is 
in the District of Columbia and is given a pay increase as of August 4. 
Eventually down in the zone we would get around to making that pay 
increase at some later date, let us say the 4th of October. Our pay 
without this would start the 4th of October. This authorizes us to 
pay retroactively, so that they get the increase at the date that it is 
made in the District of Columbia. 

Senator Morton. What does that do to your budgetary problem, if 
anything? 
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Governor Porrer. It gives me authority to come to the Congress 
and ask for the authority to spend that money. You have let me now 
make my favorite statement, Senator Morton, and that is that the 
Canal Zone in all its oper ations does not cost the taxpayer or the United 
States 1 cent. So, all we would have to do is come in and get the 
authority to spend our own money to pay this increase retroactively. 

Senator Morton. With this as section 7 to the bill, would you have 
to come to the Congress for that authority ? 

Governor Porrer. Yes, sir; I believe so, for Canal Zone Government 
employees. 

Senator Scorr. You would get a free ride up here; would you not? 
{| Laughter. | 

Governor Porrer. I have been there a year, Senator, and this is, 
I think, my eighth trip to Washington. I am practically a constant 
visitor, sir. 

Senator Morton. Well, of course, if we put this amendment in it 
would apply not only to the Canal Zone but Defense 

Governor Porrer. All agencies. 

Senator Morton. All agencies operating there? 

Governor Porrer. That is right, sir. 

Senator Morton. That is all. 

Senator Scorr. Any further questions ? 

Mr. PascHau. Just one question. 

Governor, referring back to this retroactive setup, you said it would 
give you authority to come to the Congress. Would you have any 
criteria by which you could go to estimate what you would need on 
this retroactive business in setting up your budget ¢ 

Governor Porter. No, sir;.because we would not know what bills 
you might pass during a certain session that would increase the pay 
rates of the postal or the fire or the schoolteachers or what have you. 

Mr. Pascuat. How would you estimate that in your budget if you 
didn’t know ? 

Governor Porrer. We would not know, sir. We would have to 
come in for a a appropriation authority. 

Mr. Keriin. Governor, that would be no different in your case 
than any other agency ? 

Governor Porter. That is right, sir. 

Mr. Keruin. Two years ago, ‘when the pay increase was made 
retroactive, it was quite a job finding out what agencies needed special 
authority to readjust the pay of their employees i in accordance with 
the Pay Act of Congress. 

I take it this amendment would merely overcome that kind 
a situation ? 

Governor Porrrr. Yes, sir, exactly. 

Mr. Kerurn. I would like to congratulate the Governor and his 
able staff on the very fine presentation they have made, particularly 
the detail given, so that an analysis can be made and presented to the 
committee. It is helpful to have that kind of staff work, Governor. 
I think you are to be congratulated. 

Governor Porter. My function has been mostly to say to Mr. 
Doolan, “do it,” and Mr. Doolan then has gotten together with the 
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military agencies and they have developed this plan. Credit should 
go where credit is due, sir. 

Mr. Kertin. Thank you for saying “do it.” 

Senator Martin. I am just a little impressed by the ease of which 
you say you can apply retroactively any change of pay. I was under 
the impression that was a little difficult to do. 

Governor Porrrer. Only if you pass such a law, sir. These things 
refer to pay scales over which the Congress has presently control. It 
does not apply to wage board items, for instance; only those things 
that the Congress itself determines the pay in the District of C olum- 
bia Classification Act and the postal system. When you pass such an 
act increasing their pay then, well, through this amendment we will 
have the authority to do the same thing in the zone. 

Senator Martin. Thank you. 

Mr. Faucerre. Governor, of the number of jobs in the Canal Zone 
now filled by citizens of the United States, how many are in the sensi- 
tive category ¢ 

Governor Porrrer. Two thousand two hundred, sir. 

Mr. Faucerre. Twenty-two hundred ? 

Governor Porrer. Yes, sir. 

Mr. Faucerre. I understand there will be a limit on sensitive jobs. 
Is that correct ? 

Governor Porrer. The memorandum of understandings provides 
that these positions will be determined by the United States. We 
have so determined them in the Canal Zone Government-Canal Com- 
pany, the military have determined them in the military. To our 
way of thinking that does determine that they are sensitive and that 
those 2,200 positions will be reserved to United States citizens. 

Mr. Faucerre. Approximately what number do you expect to re- 
strict or limit as sensitive jobs ? 

Governor Porrer. Twenty-two hundred, sir. 

Mr. Faucerre. Twenty-two hundred ¢ 

Governor Porrrr. That is right. 

Now, if I could carry ona bit 2 

Mr. Faucerre. Yes, sir; I would like for you to comment further. 

Governor Porrer. There are now 3,500 United States citizens—the 
difference between 3,500 and 2,200 is 1,300—that are nonsensitive and 
to which aliens may aspire when, as, and if they have the skills and 
in competition with the United States citizens are selected for the 
job just as in any other civil-service appointment. It does not mean 
that these 1,500 ‘will be out of a job or grandfathered or anything; 
they are in and they will be kept there until the normal turnover 
would cause those jobs to be open to the aspirations of others, both 
United States and Panamanian citizens. 

Mr. Kertix. Would you have the authority to increase the num- 
ber of sensitive positions in the event of an emergency ? 

Governor Porrerr. I believe in case of an emergency, where the 
Canal Zone would be increasingly important and populated in order 
to provide for protection and all other things, that emergency would 
require we would expand that list enormously, depending upon the 
kind of military work that was done in the zone. 








60 ADJUSTMENT OF PAY RATES IN THE CANAL ZONE 


Mr. Faucerre. Governor, if this bill is enacted and you set up new 
pay plans, will that affect materially the United States citizen em- 
ployees ¢ 

Governor Porrrr. No, sir. 

Mr. Faucerrer. I mean by way of change in salaries and jobs ? 

Governor Porrer. No, sir; not at all, sir. 

Mr. Faucerre. Thank you. 

Senator Scorr. Any further questions ? 

Mr. Favcerre. I would like to ask one other question. 

If this new plan is adopted, could it be changed or revised next 
year or any time in the future ? 

Governor Porrer. What part of the plan, sir ? 

Mr. Favcerre. Any part of it, either grades or schedule of salaries / 

Governor Porrer. I would think, sir, that the detail with which we 
have made our testimony before this committee, and which would, 
T assume, be reflected in the report of the committee, would be a guide 
to the people in the Canal Zone in making any changes; by that I 
mean this, that the report will be the law as much as the law is in 
guiding us in putting it into effect. 

Mr. Faucerre. Will you have a special staff or central office to take 
care of this? 

Governor Porrrr. Yes: the Central Employment Office. 

Mr. Faucerre. How will that operate ? 

Governor Porrrer. The Central Employment Office will be the 
watchdog of the salary scale and I believe that agreement has been 
reached with the military and not only will we see that the merit plan 
is absolutely kept in effect as far as job categories, skills, and experi- 
ence are concerned but they will see that those categories in the various 
services are equitably paid. 

Mr. Faucerre. Will it function very much like our present civil 
service ¢ 

Governor Porrrr. Yes, sir; and we intend to be guided by the prac- 
tices that are developed in the civil service in keeping our merit system 
ineffect. Only in that way will our people be capable of being assimi- 
lated in the civil-service jobs in the United States if they desire to 
leave the Zone and vice versa. 

Mr. Faucerrer. Thank you. That isall. 

Senator Scorr. Any other questions? 

Thank you very much, Governor. 

Senator Martin. Mr. Chairman, I would like to congratulate Gen- 
eral Potter. I know from first-hand observation where he got a lot 
of his background of experience in Omaha and the Middle West, just 
before he went down to Panama. His presentation here today ful- 
fills all my expectations when he first was assigned to Panama. 

Governor Porrer. Thank you, sir. Thank you very much. 

Senator Martin. I congratulate you. 

Senator Scorr. We have one more witness. 

Mr. Ellsworth, will you come forward, please. 

Please identify yourself for the record. 





|- 


18 


nh 
i. 


l- 
rt 
st 
|. 


ADJUSTMENT OF PAY RATES IN THE CANAL ZONE 61 


STATEMENT OF HARRIS ELLSWORTH, CHAIRMAN, CIVIL SERVICE 
COMMISSION ; ACCOMPANIED BY JOHN W. MACY, JR., EXECUTIVE 
DIRECTOR, CIVIL SERVICE COMMISSION; AND GILBERT A. 
SCHULKIND, CHIEF, EMPLOYMENT SYSTEMS SECTION, CIVIL 
SERVICE COMMISSION 


Mr. Exitswortn. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, my name is Harris 
Ellsworth. I am the Chairman of the Civil Service Commission and 
with me at the table are Mr. John Macy, Executive Director, on my 
immediate left, and Mr. Gilbert Schulkind, who is Chief of the Em- 
ployment Systems Section for the Commission. 

Mr. Chairman and members of the committee, I am glad to have 
a chance to discuss with you S. 1850 which has been introduced by 
request of the administration for the purpose of carrying out our 
treaty responsibilities with the Republic of P -anama. 

The Commission has sent to the committee a formal report which 
has more detail than I will have in my testimony this morning. 

S. 1850 is designed to carry out certain provisions on personnel 
policies in a memorandum of understandings reached between the 
United States and Panama which was part of the treaty signed on 
January 25, 1955. Briefly summarized, the memorandum provides 
that— 

Legislation will be sought to enable Federal agencies in the zone 
to conform their wage practices with the principle of a single basic 
wage for any given crade level for citizens of the United States and 
of Panama eligible for appointment. 

Legislation will be sought to make the Civil Service Retirement Act 
uniformly applicable to citizens of the United States and of Panama 
employed by Federal agencies in the zone. 

Citizens of Panama will be afforded equality of opportunity fer 
Federal employment in the zone, in positions for which qualified and 
not requiring employment of United States citizens for security 
reasons. 

Federal agencies will evaluate, classify, and title all positions in the 
zone without regard to nationality of the incumbent. 

Citizens of Panama will be afforded an opportunity to participate 
in training programs conducted for employees of Federal agencies 
in the zone. 

Through S. 1850 the Government of the United States is carrying 
out its agreement to seek legislation bearing on pay practices und 
retirement provisions in the Canal Zone. 

The first five sections of S. 1850 deal with pay. They would per- 
mit Federal agencies in the zone to conform their pay practices with 
principles expressed in the memorandum of understandings to the 
effect that— 

(a) The basic wage for any grade level will be the same for sny 
eligible employee, irrespective of whether he is a citizen of the United 
States or Panama. 
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(6) An employee who is a United States citizen may have added 
to his basic wage an overseas differential plus an allowance to offset 
differences between Federal taxes and taxes paid by citizens of 
Panama. 

Those are the provisions in the agreement. 

I shall discuss only those features of the bill of major significance 
from the standpoint of the Civil Service Commission. And these 
features are: 

Section 2, which would exclude all Federal employees in the Canal 
Zone from the Classification Act. 

Section 4, which would include the overseas pay differential and 
tax- offsetting factor in the base pay of United States citizen employees 
in the zone. 

Section 6, which has the effect of extending the Civil Service Re- 
tirement Act to Panamanians and other employees in the zone who 
are not United States citizens. 

The Commission does not object to the proposal to exclude Federal 
ee in the zone from the Classification Act for two reasons: 

1. Agencies in the zone have determined that this exclusion is 
necessary to carry out in an appropriate manner the single wage policy 
required by the Memorandum of Understandings. 

2. Less than 10 percent of the Federal employees in the zone are 
now covered by the Classification Act. The largest single agency in 
the zone, the Panama Canal Company, is already excluded from 
the act. 

If employees in the zone are to be excluded from the Classification 
Act. we favor the corollary provision of section 2. This provision 
permits exclusion from the Classification Act of positions located in 
the Republic of Panama, along with those located in the zone, when a 
department has employees stationed in both the Republic and in the 
zone. Some departments have activities in the zone which spill over 
into the Republic—this provision would permit paying all the em- 
ployees of such an activity under the same pay system. 

Nor do we object to treating the overseas differential and tax factor 
as base pay for the purposes proposed by section 4; namely, retire- 
ment, overtime pay, insurance, employees compensation, leave, and so 
on. This would not constitute a change i in present practice except with 
respect to employees’ compensation. The zone differential is now in- 
cluded in base pay. Adding the tax factor to base pay rates, under the 
pay system proposed by agencies in the zone, would merely bring the 
rates up to the levels paid to Federal employees in the United States. 

Section 6, by repealing the Cash Relief Act, extends the civil serv- 
ice retirement system to citizens of Panama and other employees of 
the Panama Canal or Canal Zone Government who are not United 
States citizens. This action is in accordance with the memorandum of 
understandings. As non-United States citizen employees of other 
Federal agencies in the zone are already under the retirement system, 
it also would bri ing under the Retirement Act the only group of non- 
citizen employees in the Canal Zone who are now excluded from the 
act. 

And I might say they are excluded from the act because of the act 
which covers them; namely, the Cash Relief Act. 

Although the provisions of 8. 1850 do not apply directly to em- 
ployment and training, the manner in which positions are classified 
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and paid has an important effect on recruitment, examination, and 
training. The enactment of this proposed legislation to carry out the 
pay practices called for by the memorandum of understandings is 
therefore also important to permit action to carry out these other 
provisions. 

The admission of citizens of Panama to training programs con- 
ducted for Canal Zone employees, is, of course, primarily for the Canal 
Zone agencies to earry out. In the area of employment, the Civil 
Service Commission is very directly involved. 

There are various ways that action could be taken to give Pana- 
manian citizens equality of opportunity for employment. The De- 
partment of Defense has been given the primary responsibility of de- 
veloping a uniform plan to be followed by all Canal Zone agencies. 

This plan is, of course, subject to the approval of the Civil Service 
Yommission. Representatives of the Commission have been working 
closely with the Canal Zone agencies and the Department of Defense 
on this program. Although we have not as yet had a plan formally 
submitted to us for approval, we understand that an approach is be- 
ing developed for the establishment of a merit system designed es- 
pecially to meet employment needs in the Canal Zone. nine 

I should point out again that nothing in the proposed legislation 
under consideration concerns itself directly with the hiring pro- 
cedures. 

I appreciate this opportunity to be heard on S. 1850 and I will be 
happy to answer any questions you may have. 

Senator Scorr. Any questions / 

Senator Martin. In your statement you say: 

Less than 10 percent of the Federal employees in the zone are now covered 
by the Classification Act. 

Are the employees of the Panama Canal Company included in the 
10 percent ¢ 

Mr. Exisworrn. No, the 10 percent that are now covered by the 
Classification Act are mostly in the Department of Defense. The 
Panama Canal Company people are already exempted from the Classi- 
fication Act of 1949. 

Senator Martin. This has to do with those now covered ¢ 

Mr. Exusworrn. Yes, the Classification Act of 1949 exempts the 
Panama Canal Company and several other agencies from the Classifi- 
cation Act. 

Senator Scorr. Any further questions? 

Senator Morton? 

Senator Morton. No, thank you, Senator. 

Senator Scorr. Mr. Kerlin? 

Mr. Keri. I think it would be avisable if the committee could be 
given a tabular report showing the cost of retirement, insurance, em- 
ployees compensation, and any other benefits that. would accrue to 
the people being brought under the system that do not. now accrue to 
them so that those items coupled with the increase in payroll could 
be used to develop the complete total cost of this proposed legislation. 
Could the Commission give that kind of a thing? . 

Mr. Evisworrn. I am sure we could give an approximation of the 
cost. 

Mr. Macy. That is possible. I think you can recognize that in the 
case of retirement, for example, there will be a substantial contribu- 
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tion made by the employees who will be covered. In the case of 
employees compensation this will be difficult to compute except in 
terms of the incidence of cases which might be estimated. 

Mr. Kerurn. I recognize that, and for that reason I was quite hesi- 
tant about making the suggestion, except that the committee is very 
conscious of the cost. I think it would be helpful. 

Mr. Macy. The Commission is anxious to be helpful with this legis- 
lation and we will give you the best estimates that we can. 

Senator Martin. I think it is very important to include that in the 
presentation of the report. 

Mr. Faucerre. No estimate has been made as to the cost of coverage 
of the Panamanian employees by the Commission. 

Mr. Macy. The estimate of cost that Governor Potter and his asso- 
ciates gave us is the—— 

Mr. Favcerte. I understand no estimate has been made by the Com- 
mission. Is that correct? 

Mr. Macy. No, we support the estimates that they offered on retire- 
ment. 

Senator Scorr. Any other questions ? 

Senator Morron. The Government contributes 614 percent of the 
payroll for retirement. 

Mr. Faucerre. Of course, there will be 10 percent deduction from 
the effective date of the retirement. But there will be additional costs 
incident to the change. Isn’t that true, Governor ? 

Governor Porrer. Apdout a million dollars. That will be offset 
eventually. 

Mr. Macy. The million dollars will be contributed by the employees 
through 614 percent and a million dollars by the company as their 
share. 

Senator Scorr. Any questions ? 

Mr. Pascua. Mr. Ellsworth, in placing these people under the 
Civil Service Retirement Act, did I understand you to say that was 
only for the current employees and the ones previous to that are 
carried under the Cash Relief Act ‘ 

Mr. Extsworrn. That is right. 

Mr. Pascuan. And the Cash Relief Act is carried by the Canal 
Zone and the Canal Government rather than our Government ¢ 

Mr. Extsworru. That is right, there are no contributions made to 
that. 

Mr. Pascua. Have you any idea how long it would take that to 
liquidate itself into the Cash Relief Act ! 

Mr. Ex.iswortn. I couldn’t answer that. I guess that would have 
to come 

Mr. Faucerre. I think Mr. Doolan gave that. 

Mr. Macy. I believe he said it would liquidate at the rate of about 
$250,000 a year. Wasn't that correct? 

Governor Porrrr. That is right. 

Mr. Macy. And your present obligation was $2 million a year, so 
roughly 8 years would represent close to total liquidation ¢ 

Governor Porrrer. There will always be some who will live to be 90 
or 100. 

Senator Scorr. I take it, it would be well to submit that cost for the 
record so that we could have that before us. 
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Mr. Exitsworrn. We will submit a statement on that, Mr. Chair- 
man, so that it will be clear for the record just what is involved as 
nearly as we can give it. 

(The above-mentioned information follows :) 


The following table shows the approximate additional costs that would be 
involved through enactment of S. 1850 except for those relating to pay: 


Program Estimated annual cost 
I i i ce ee ee $1,000,000 
Injury and death compensation__.....__......___.____-- __ Less than $10,000 
nn conn es acme rnin einin qaunlenaneian No additional cost 
ee Do. 


Unemployment COmpenesetreel. <. dcuec kts ween eonetennnne Do. 


The $1 million additional annual cost for extension of the retirement system 
to Panamanians employed by the Panama Canal Company/Government repre- 
sents the Government’s contribution of 644 percent of the salary of the employ- 
ees involved. This additional cost will be offset by a gradual reduction in the 
cost of payments under the Cash Relief Act. This does not include the excess of 
total cost calculated on a “normal plus interest” basis over the sum of employee 
deductions and agency contributions. There is no change in the cost of group 
life insurance or unemployment compensation because aliens are not covered by 
these programs. There is no change in leave benefits for aliens brought about by 
the bill. The small additional cost for injury and death compensation arises 
because the overseas differential would be treated as base pay in establishing 
benefits. This is not the practice currently. 


Senator Scorr. It is about time to take out, if you all know what I 
mean. Is that all for today ? 

Mr. Keri. That is all, Mr. Chairman. 

Senator Scorr. The committee is adjourned. 

(Thereupon, at 12 noon, the committee was adjourned, to recon- 
vene at 10 a. m., Thursday, June 20, 1957. 








ADJUSTMENT OF PAY RATES AND CONDITIONS IN 
THE CANAL ZONE 


THURSDAY, JUNE 20, 1957 


Unirep States SENATE, 
CoMMITTEE ON Post Orrice AND Crvit SERVICE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:05 a. m., in 
room 135, Senate Office Building, Washington, D. C., Hon. Olin D. 
Johnston (chairman) presiding. 

Present: Senators Johnston, Scott, and Martin of Lowa. 

Also present: H. W. Brawley, executive director; J. Don Kerlin, 
staff member; Frank A. Paschal, staff member; and A. M. Faucette, 
committee counsel. 

Senator Jounston. The committee will come to order. 

The first witness to appear this morning is Mr. Edward W. 
Hatchett, president, Central Labor Union, Balboa, C. Z. 

I notice you have someone with you. Will you identify yourself 
for the record and anyone you have with you. 


STATEMENT OF EDWARD W. HATCHETT, PRESIDENT, CENTRAL 
LABOR UNION, BALBOA, C. Z.; ACCOMPANIED BY LOUIS S. 
DAMIANI, LEGISLATIVE REPRESENTATIVE, CANAL ZONE CEN- 
TRAL LABOR UNION, METAL TRADES COUNCIL 


Mr. Hatrcuerr. My name is Edward W. Hatchett. I am president 
of the Panama Canal Zone Central Labor Union and Metal Trades 
Council, AFL-CIO, which consists of 28 affiliated trade unions, and I 
would say about 98 percent of the employees are principally United 
States citizens. 

I have with me Mr. Louis Damiani, the duly elected legislative rep- 
resentative and an employee of the Panama Canal Company, who will 
speak for our organization. I would like for him to present the 
testimony. 

The Cnarrman. About how many members do you have, Pana- 
manians and Americans ? 

Mr. Harcuerr. We have principally United States citizen members. 
We have about 1,500 in our organization, principally United States 
citizens, although I am a schoolteacher and in the schoolteachers’ or- 
ganization, we have several Panamanian members and there are some 
Panamanian members in other organizations, too. So, while our 
organization is made up of primarily United States citizens, there are 
some Panamanians. 

The Cuairman. You may proceed in any way you desire. 
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Mr. Damiant. Mr. Chairman and members of the committee, my 
name is Louis S. Damiani. I have with me Mr. E. W. Hatchett, who, 
aside from having 26 teaching years’ service with the Panama Canal, 
is also president of our organization. 

I have a prepared statement, which I would like to have inserted 
in the record at this point, and, with your permission, highlight its 
text. 

The CuarrmMan. Hearing no opposition, it will be printed in the 
record in toto. 

(The document refered to is as follows :) 


PREPARED STATEMENT OF LoUIS 8S. DAMIANI, LEGISLATIVE REPRESENTATIVE, THE 
CENTRAL LABOR UNION AND METAL TRADES CouNcIL, AFL-CIO, oF THE PANAMA 
CANAL ZONE 


Mr. Chairman and members of the committee, my name is Louis 8. Damiani. 
I am legislative representative of the Canal Zone Central Labor Union and Metal 
Trades Council. I am an employee of the Panama Canal Co., and have lived in 
the Canal Zone for 15 years. 

The organization which I represent is the central body of 26 unions, all of 
whom are affiliated with the American Federation of Labor and Congress of 
Industrial Organizations. The membership of these unions are the United States 
citizens employed by the United States Government to operate, maintain, and 
protect the Panama Canal. 

Negotiations between representatives of the United States of America and 
the Republic of Panama, resulted in a treaty which was signed on January 25, 
1955, ratified by the Senate on July 29, and proclaimed by the President of the 
United States on August 26, 1955. We assume it to be an equitable and vital 
agreement between the two nations. The legislation before this committee 
emanated from this treaty. 

Item I of the memorandum of understandings reached (an appendage to 
the treaty) states: 

“On the part of the United States of America: 

“1. Legislation will be sought which will authorize each agency of the United 
States Government in the Canal Zone to conform its existing wage practices in 
the zone to the following principles: 

“(a) The basic wage for any given grade level will be the same for any 
employee eligible for appointment to the position without regard to whether 
he is a citizen of the United States or the Republic of Panama. 

“(b) In the case of an employee who is a citizen of the United States 
there may be added to the base pay an increment representing an overseas 
differential plus an allowance for those elements, such as taxes, which 
operate to reduce the disposable income of such an employee as compared 
with an employee who is a resident of the area. 

“(c) The employee who is a citizen of the United States will also be 
eligible for greater annual leave benefits and travel allowances because of 
the necessity for periodic vacations in the United States for recuperation 
purposes and to maintain contact with the employee’s home environment. 

“2. Legislation will be sought to make the Civil Service Retirement Act uni- 
formly applicable to citizens of the United States and of the Republic of Panama 
employed by the Government of the United States in the Canal Zone. 

“3. The United States will afford equality of opportunity to citizens of 
Panama for employment in all United States Government positions in the Canal 
Zone for which they are qualified and in which the employment of United 
States citizens is not required, in the judgment of the United States, for security 
reasons. 

“4. The agencies of the United States will evaluate, classify, and title all 
positions in the Canal Zone without regard to the nationality of the incumbent 
or proposed incumbent. 

“5. Citizens of Panama will be afforded opportunity to participate in such 
training programs as may be conducted for employees by the United States 
agencies in the Canal Zone.” 

The purpose of the bill under consideration was submitted in accordance with 
treaty commitments that legislation would be sought to implement item 1 of 
the memorandum of understandings reached. We note the absence of any 
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specific provision as to the manner and/or procedures implementation is pro- 
posed to accomplish in the language of the bill. The present language permits 
the President or his delegated authority to regulate the methods of establishing 
wages and salaries of the employees in all departments and agencies in the 
Canal Zone. 

In the establishing of the new single wage plan, solely on delegated authority, 
it has been feared by employees that wages would tend to be lowered to locality 
wage base and, ultimately, in the downgrading of positions. 

In our conferences with the Governor and his staff, we were assured this was 
not the proposed policy at all; that the United States base rate would remain 
in effect, and positions not meeting the standards of the new evaluation sched- 
ule would be downgraded, but the incumbent would be protected by a pay-saving 
clause. 

We are confident this committee will be in accord with the position and views 
taken by the Senate Foreign Relations Committee of the 84th Congress, who 
have stated during and after treaty hearings that the welfare of the United 
States citizens and the Armed Forces employed in the Canal Zone would be 
protected. As the report (Ex. Rept. No. 11, July 26, 1955) will attest, the 
intent of the committee was that no adverse effects were to be placed upon the 
employees by any of the legislation growing out of the treaty, or lessen the 
protection of our vital interests in the Panama Canal. 

After months of deliberation, the Canal Zone Central Labor Union and Metal 
Trades Council deferred action on H. R. 1926 (a bill to establish a single wag 
seale) for the following reasons: 

(a) In the interest of international policy. 

(b) The mutual agreements reached, after a series of conferences with 
the Governor and his staff, as to the contemplated wage-fixing practices, 
and application of the administration bill, now known as 8. 1850. 

(c) Agreement with the administration on our suggested amendments. 

We are of the opinion no objections will be forthcoming if the committee ap- 
proved our proposed amendments, inasmuch they are in agreement with policy 
and the principles developed in discussion by the canal administration with our 
organizations on the Canal Zone. 

In justice to all concerned, we respectfully urge the committee to incorporate 
within their report a concise and definitive interpretation of their intent as to 
establishing of wage base determinations, and the schedule for classification and 
qualification of all positions. 

Mr. Chairman, my organization would deeply appreciate this committee giving 
serious consideration to our proposed amendments to this bill, which would pre- 
serve and protect current basic compensation for the United States citizens 
employed in the Canal Zone, while fulfilling the requirements as set forth by 
the memorandum. 

United States Government officials have stated publicly that Panama should 
place less reliance on revenues from canal operations and devote more effort 
to developing the country’s relatively undeveloped resources to the north and 
south of the Canal Zone. 

The prevailing opinion, therefore, is that the canal is now a relatively 
stabilized enterprise which cannot be expected to become the source of ever-in- 
creasing revenues to support the economy of Panama with its steadily rising 
population. 

Any commitment to increase Panama’s direct and indirect revenues from 
canal operation would serve only to postpone inevitable reorganization of the 
Panamanian economy, according to these informants. Our heritage and labor 
policy moves us to support the principle that all employees equally qualified 
should receive equal pay for equal work, regardless of citizenship. 

We ask that section I of the bill on page 1, line 9, be amended by changing 
the period after the word “prescribe,” to a semicolon, and adding “not other- 
wise covered by law.” 

The suggested amendment will in no way impair the intent or effect imple- 
mentation of section I of the bill. In fact, it would tend to remove possibility 
of discrimination, and restrict somewhat the broad delegated authority out- 
lined in section I. ; 

Section II of the bill would exclude from the scope of the applicable provi- 
sions of the Classification Act of 1949, as amended, all employees of the United 
States Government in the Canal Zone. 

With the substitution of the manual titled, “Civil Service Commission-Hand- 
book, Qualification Standards” for the Classification Act, we request the com- 
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mittee to define its application in a manner causing no loss in pay, ingrade pro- 
motions, or status to employees formerly covered by the Classification Act. 

Section III would repeal the regulations governing the compensation of the 
Canal Zone police, teachers, school and fire officers and postal employees. 

We have previously requested of the canal administration the deletion of 
section III. They have informed us that although no change in the existing 
status governing the compensation of these employees were contemplated, 
the repealing of section I (c) of Public Law 207, of the 1st session of the 82d 
Congress was pertinent to the implementation of the single wage plan. 

The Canal Zone Government is directed to conform to District of Columbia 
compensation system for police, teachers, school and fire officers under the 
present act, and are specifically exempt from the Classification Act. 

Should the committee determine the repealing of section I (c) of Public 
Law 207 is warranted, we then ask that the language which would repeal 
section 804 of Public Law 68, 1st session of the 84th Congress be deleted from 
section III of the bill. (P. 2, lines 11-13). The deletion of this language will 
have no effect upon the stated purpose of the bill under consideration. 

The legislative background of that portion of Public Law 207 and Public 
Law 68, as identified in section III of S. 1850, may clarify our position and 
justify our request. 

. Prior to enactment of Public Law 207, of the 82d Congress, the police, 
teacher and fire groups on the Canal Zone received their pay increases by 
administrative determination, and as a result they generally did not receive 
an increase for a period of 1 to 2 years after a corresponding increase had 
been made in the District of Columbia. 

The enactment of Public Law 207, 82d Congress, “authorized and directed” the 
Governor of the Canal Zone to grant increases to the police, teacher, and fire 
groups effective the date any increase in compensation was granted these posi- 
tions in the District of Columbia. 

To emphasize the importance of the words “and directed” it should be noted 
that the postal group on the Canal Zone (though the Governor was authorized 
to grant them an increase) did not receive the corresponding pay increase granted 
to postal field service by the 82d Congress because it was administratively deter- 
mined they were not entitled to the full increase which was granted the postal 
field service employees. 

To insure continuity of the intent of Congress in Public Law 207, 82d Congress, 
we strongly urge the adoption of the following amendment, page 3, after line 16 
add section 7 to read as follows: 

“In the case of any position in a department or agency of the United States 
in the Canal Zone, the compensation for which is fixed in accordance with rates 
for similar employment by the Government in the continental United States 
and the District of Columbia, the head of the employing department or agency 
shall grant the same additional increase in compensation for such positions 
effective as of the date any increase in compensation is granted by act of Congress 
for similar employment in the United States and the District of Columbia.” 

I wish to inform the committee after a series of meetings between the Gov- 
ernor, members of his staff, and employee representatives this amendment has 
been accepted and agreed to by the Canal Zone administration. 

Having offered an amendment affecting the group of employees whose salaries 
are based on similar positions in the District of Columbia, and having shown 
the necessity for the amendment, we ask that like consideration be given to the 
Canal Zone postal employees whose pay and working conditions are presently 
established by law (Postal Field Service Compensation Act, 1955). 

As previously stated, when improved working conditions and pay increases 
were granted to the postal field service employees in the United States, the Canal 
Zone postal employees were denied these benefits due to administrative inter- 
pretation. Congress remedied the injustice by extending to the Canal Zone 
postal employees the coverage of Public Law 68 (S4th Cong., 1st sess.). 

The nature of the work of these postal employees on the Canal Zone is such, 
there is only one applicable base for determining pay and working conditions. 
This being the case, and since the employees in the Canal Zone postal group are 
among those designated as sensitive-security employees, we ask that the applicable 
provisions of Public Law 6S remain in effect for this group by the deletion of 
the language from the bill which would repeal section 804 of the Postal Field 
Service Compensation Act. 

Section IV authorizes the inclusion in the basic compensation of the overseas 
increment over the rate applicable to a non-United States citizen employee. This 
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section will also provide for the inclusion of the increment in computing our 
injury compensation. 

At present overseas increment payable to United States citizen employees is 
considered basic pay in all cases except injury compensation under the Federal 
Employees Compensation Act. For sake of uniformity and equity, section IV 
of this bill provides that overseas increment shall be basic pay for all purposes 
including Federal Employees Compensation Act. The State Department, Defense 
Department, Comptroller General, and the Canal administration have no 
objections. 

The employees fully endorse section IV of the bill. It has been estimated the 
cost of the application of this provision is approximately $10,000 annually. 

Section V is a pay-saving provision for incumbents, who may by the imple- 
mentation of this single wage plan, be transferred from a United States base rate 
of pay, to lower rate. 

This section is in keeping with accepted practices throughout the Federal 
service in the continental United States. We ask for the application of this 
provision which would be equal to that afforded other Federal employees. 

Section VI would modify the Alien Cash Relief Act and extend the coverage 
of benefits of the Civil Service Retirement Act to those other than United States 
citizen employees. 

Item I of the memorandum has the power within itself to discontinue the em- 
ployment of United States citizens in the Canal Zone. We are depending on 
Congress and particularly this committee to insure that passage of this bill will 
not jeopardize the employment of United States citizens on the Canal Zone. 
S. 1850, in its present form, could adversely affect not only the United States 
citizen employee, but also the mandate of Congress in keeping the canal American. 
For this reason we reiterate our urgent request for a clear, concise, and definitive 
interpretation of the intent of Congress in your report. 

It is believed by the United States citizen employees, and many Members of 
Congress, that the replacement of the American citizen with indigenous workers 
has reached the point of limitation. There is today an overall ratio of over 3 
indigenous workers to every United States citizen employed. The cost in dollars 
of keeping the canal American in character, and staffed for operation under 
most conditions with United States citizen employees, is too insignificant to 
warrant our assuming the calculated risk theory. 

A survey and study by members of our organization as to security positions 
on the Canal Zone has revealed that to keep the canal American, and with con- 
siderations for cost factors, the present force of 3,500 United States citizen 
employees should be the minimum to assure uninterrupted transits through the 
canal during any emergency. 

In our considered opinion, there should always be a sufficient number of Ameri- 
cans employed in all categories to operate, maintain, and protect the Panama 
Canal, without the functioning of the waterway being dependent upon other 
nationals for its skilled and technical manpower. 

We have been hesitant during the past 10 years of appearing before our Con- 
gress recommending the establishing of a minimum sensitive-security personnel 
force, as the morale aspects would have created a furor. Today, however, we are 
confronted with implementing a revised treaty and committed to seek legislation 
to establish a single wage plan. Never was the time more opportune or war- 
ranted, in view of worldwide political unrest, and treaty and memorandum imple- 
mentation for this committee to exert its authority in recommending that a 
security personnel force be established for the Panama Canal. 

We would like to point out, that when the designation of a sensitive-security 
position is made the position should be weighed on its merit as it applies to the 
Panama Canal, and not compared to or with a similar or comparable position 
of another agency not allied to the Panama Canal. 

Our treaty negotiators recognized the need for this requirement by the provi- 
sion that will exempt positions on the canal for reasons of security. 


CONGRESSIONAL INTENT ON THE ESTABLISH MENT OF POLICY 


In view of the broad and generality of the language contained in S. 1850, we 
ask the committee to evaluate and spell out the future policy for the Panama 
Canal as developed by this legislation, in language which cannot be misconstrued 
by this or future canal administrations. 

Our belief is that the principal objectives of this bill can best be achieved if, 
in drafting its report, the committee would consider favorably the following 
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outlines which, being currently in effect, are in conformity with memorandum 
commitments, and acceptable to the canal administration. 


SALARY BASE AND QUALIFICATIONS FOR WAGE-BOARD EMPLOYEES 


In accordance with item I of the memorandum, we agree that all employing 
departments and agencies in the Canal Zone should adopt a uniform system of 
job alinement, titling structure, and guideline descriptions. The standards for 
the above should be equal to those presently established by the Navy Civilian 
Personnel Instruction (NCPI), NAVEXCO, or the Civil Service Commission 
Handbook X-—118-A (Overseas) : Qualification Standards Manual. 

It has been mutually established by employing departments and agencies and 
the wage-board employees that the present Navy benchmark trade level (grade 
11) or its corresponding grade in the X-118—-A manual be established as the 
line of demarcation between the United States base rate and the locality rate. 
It has been further agreed that all wage-board positions of grade 10 and below 
as established by the NCPI or NAVEXCO will be based upon locality rates of 
pay. All positions in this group of grade 11 and above shall have a United 
States base rate of pay. We find no fault with the locality rate being established 
administratively, as it would permit maximum flexibility in the employment of 
locally available personnel at rates of pay prevailing in locality. 

For those positions not listed in either the NCPI or the S—118—A manual, we 
suggest the current wage formulas continue to be used. The current wage 
formula for those positions peculiar only to the Panama Canal—i. e., towing 
locomotive operator—should also retain its present wage formula. 

This approved system, used by Departments of the Army, Navy, and Air Force, 
should apply to all manual and nonmanual civilian-held positions in the Canal 
Zone, except for certain occupational groups which include power branch, rail- 
road, printing, floating equipment, postal, police, teachers, school and _ fire 
officers, as well as those positions exempted by the Canat Zone Code, namely, 
the Governor, Comptroller, and Secretary of the Panama Canal Company. 


CURRENT FORMULAS IN EFFECT FOR WAGE-BOARD EMPLOYEE GROUPS 


The wage-board group is composed of approximately 1,400 United States citizen 
employees. The wage reviews are made semiannually to keep the Canal Zone 
rate current with stateside rates of compensation. The wage-board group is 
divided into 6 subgroups. The following formulas are those currently used 
to obtain the base for these employees. 

(1) Railroad subgroup 

The operating railroad employees’ base is an administrative formula derived 
from the ICC Form M-3800. This formula uses the yard engineer as a base to 
obtain an hourly rate. Railroad employees in the United States have many 
arbitraries which supplement their hourly wage. The Canal Zone Railroad em- 
ployees (engineers and conductors) do not receive arbitraries. 

Consequently stateside railroad engineers and conductors earn more and work 
less hours than their Canal Zone counterparts who are supposed to receive 25 
percent over and above the stateside rate of pay. We ask that a review be made 
of these two classifications, affording the Canal Zone engineers and conductors 
similar working conditions as established for the six class I railroads in the 
United States. 

2) Floating equipment 

This wage-board subgroup is based on United States Corps of Engineers aver- 
age, with administrative differences added or deducted to obtain the Canal Zone 
rate. We find no fault with this formula. 

(3) Power-system subgroup 


This wage-board subgroup is based upon averages obtained from Federal power 
systems such as Tennessee Valley Authority, Corps of Engineers, Bureau of 
Reclamation, and Bonneville Power Administration. We find no fault with this 
revised formula. 


(4) Printing subgroup 


At present this group is based upon the Government Printing Office monotype 
operator. The United States rate employee in this group in the Canal Zone 
receives the crew chief differential paid in the Government Printing Office. 
However, our United States rate printers perform work normally done by a 
section chief in the Government Printing Office. 
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(5) Craft and supervisory subgroup 

This subgroup which is the predominate group are based on an average of nine 
naval shipyards to obtain the Canal Zone base. Each craft is computed sep- 
arately. The naval yards used are: Boston, Mass., Charleston, S. C., Long 
Beach, Calif., Mare Island, Calif., New York, N. Y., Philadelphia, Pa., Portsmouth, 
N. H., Portsmouth, Va., and Puget Sound, Wash. 


(6) Pilots subgroup 


The compensation schedule for positions of master of vessels in the Military 
Sea Transportation Service of the Department of the Navy is used as a direct 
base for Canal Zone pilots basic pay schedules. 


RETENTION OF PRESENT WAGE BOARD FORMULA 


The Governor of the Canal Zone has given the wage board employees repre- 
sentatives the understanding that the present basic wage determining system 
for their groups will remain in effect under the single wage plan. The employee 
representatives advised the Governor this status quo wage formula was satis- 
factory to the employees concerned. The Panama Canal Company does not 
operate from appropriated funds of the United States Treasury, therefore no 
fiscal problem is involved. The tax-increment factor, which does not, nor was 
it intended to add anything to a United States citizen’s basic compensation, 
accounts in part for noncitizens lesser rate of pay. 


CLASSIFICATION OF ACT GROUP 


All employees of the Panama Canal Company are presently exempt from the 
Classification Act of 1949, as amended, by Public Law 429, Slst Congress, section 
202 (20). 

The Panama Railroad Company, has been renamed the Panama Canal Com- 
pany by Public Law 811, Sist Congress, Section 2 (2). 

Approximately 1,000 employees of the Canal Zone Government ure presently 
under the provisions of the Classification Act. 

The base pay for a classification type position for a noncitizen will be fixed 
somewhat below the present statutory rate to allow for the difference in the 
tax factor. For that reason only it is considered necessary that the Canal Zone 
agencies be excluded from the Classification Act. 

We have been advised, that salary rates in the new Canal Zone single wage 
plan for nonmanual positions now classified as GS-3 and below, in the Army-Air 
Force, evaluation schedule, which are taken from the Civil Service Commission 
Handbook, X—11SA, will be derived from locality rates. Those positions pres- 
ently Classified as GS-4 and above in the Army-Air Force evaluation schedule 
are to be equal to rates of pay and standards for similiar or comparable positions 
in the continental United States. 


ADMINISTRATIVE GROUP 


The employees which make up the police, teacher, school and fire officers 
groups receive their salary base on the compensation paid similar employees in 
the District of Columbia, by virtue of Public Law 207, 82d Congress, section 1 (¢)-. 

In accordance with the memorandum of understandings reached, the applica- 
tion of the tax-factor differential between the United States and non-United 
States citizen in this administrative group, the administration is requesting that 
section 1 (c) of Public Law 207 be repealed, and the amendment on page 5 of 
this statement be approved in lieu. This amendment will not affect the proposed 
legislation now under consideration. 

The teachers and school officers, in the Latin American schools will, we assume, 
be transferred from their administrative rate to that paid similar positions 
in the United States schools on the zone, less the tax and overseas dif- 
ferentials. However, should there be employees in the Latin American school 
system who do not meet the requirements and specifications for similar positions 
in the United States zone schools, the Governor should be authorized to prescribe 
the necessary regulations and salary scales in keeping with the provisions 
of this act. 

CANAL ZONE POSTAL SUBGROUP 
The Canal Zone postal employees are based upon the Postal Field Service 


Compensation Act of 1955, by virtue of section 804. Section 804 of the act 
authorizes and directs the Governor of the Canal Zone to adopt applicable 
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provisions. of this act for the postal employees of the Canal Zone Government 
as of the respective and effective date of such applicable provisions. 
MERIT SYSTEM 

A separate Canal Zone merit system has been developed with the cooperation 
of the United States Civil Service Commission. The Canal Zone merit system 
is to have equal, equivalent provisions to the United States civil-service merit 
system. The Canal Zone merit system shall be recognized by the Civil Service 
Comunission for interchange or reciprocal rights which will permit United States 
citizens to transfer between the United States civil-service merit system and the 
Canal Zone merit system with essentially the same rights and benefits that per- 
sons now in competitive service enjoy in interagency transfer. Any status under 
such laws and regulations acquired by reason of this section by a non-United 
States citizen should be applicable only within the Canal Zone departments or 
agencies. 

SENSITIVE SECURITY POSITIONS 

In accordance with item 1 of the memorandum of understandings reached, 
positions designated by the employing department or agency as security positions 
are to be filled exclusively by United States citizens, paid at salary rates based 
on compensation for similar or comparable employment in the continental 
United States, regardless of the grade level to which the position is assigned. 

For reasons outlined previousiy, the committee in its wisdom should determine 
and establish the force level which would compose the sensitive-security group, 
necessary to assure the continuity of operation efficiently, expeditiously, and 
in the interest of national security. We urge that at no time should the United 
States civilian personnel force in the security category be lower than our desig- 
nated level of 3,500, unless Congress deems it in the public interest to amend 
the total positions so classified. 

I feel our organization would be remiss if we did not acknowledge and have 
the record show that we have had the full and earnest cooperation of Governor 
Potter, of the Canal Zone, and members of his staff during the meetings on this 
legislation in the past year. 

I would be happy to furnish any clarification data which the committee may 
desire. 

I wish to thank the committee for permitting me to present our case. It is 
of major importance to the employees and the Panama Canal. And, in our 
earnest opinion, one of grave importance to the security and welfare of our 
Nation. 

Thank you. 

Mr. Damiant. Mr. Chairman and members of the committee, I am 
the legislative representative of the Canal Zone Central Labor Union 
and Metal Trades Council. I am an employee of the Panama Canal 
and have lived on the Canal Zone for 15 years. The organization 
which I represent is the central body of 28 unions, all of whom are 
affiliated with the AFL-CIO. The membership of these unions are 
predominately United States citizens employed by the United States 
Government to operate and maintain and protect the Panama Canal. 

I wish the record to show that the Senate Foreign Relations Com- 
mittee of the 84th Congress assured us that the U nited States citizens 
would not be : adversely affected by any legislation growing out of the 
treaty. We hope that this committee will share their view point. 

Mr. Chairman, my organization would appreciate this committee 
giving serious consideration to our proposed amendments to this bill 
which, in part, would preserve and protect current basic compensation 
of United States citizens employed in the Canal Zone, while also ful- 
filling the requirements as set forth by the memorandum of under- 
standings. 

We ask that section 1 of the bill, page 1, line 9, be amended by chang- 
ing the period after the word ‘ ‘prescribe” to a semicolon and adding: 

“not otherwise covered by law.” The suggested amendment would in 
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no way impair the intent or affect the intent of the bill. In fact we 
believe it would tend to remove the possibility of discrimination, and 
restrict somewhat the broad delegated authority outlined in section 
1 of the bill. 

Section 2 of the bill would exempt all employees from the Classifi- 
cation Act of 1949 as amended. We request the committee upon ap- 
proving the new schedules, afford us protection against loss of pay, 
in-grade promotion, and status for the employees presently covered 
by the Classification Act. 

Section 3 of the bill would repeal the law governing the compen- 
sation of the police, teachers, school, fire officers, and postal employees. 
We have requested several times of the canal administration deletion 
of section 3 and we were advised that although no change in the exist- 
ing status governing compensation and w orking conditions were con- 
templated, ‘the repeal of section 3 was pertinent ‘to the implementation 
of the new wage plan. Should the committee concur with the ad- 
ministration’s reasoning, then, to uphold the intent of Congress in 
Public Law 207 of the 82d Congress, we urge the adoption of the 
following amendment to be inserted on page 3, after line 16. The 
amendment reads: 

Sec. 7. In the case of any position in a department or agency of the United 
States in the Canal Zone, the compensation for which is fixed in accordance with 
rates for similer employment by the Government in the continental United States 
and District of ¢ ‘olumbis i, the head of the employing department or agency shall 
grant the same additional increase in compensation for such positions effective 
as of the same date any increase in compensation is granted by act of Congress 
for similar employment in the United States and the District of Columbia. 

I wish to inform the committee, after a series of conferences between 
the Governor and employee representatives, this amendment has been 
accepted and agreed to by the canal administration. 

If the repealing of section 1 (c) of Public Law 207 is warranted, 
we ask that the clause which would repeal section 804 of Public Law 
68 of the 84th Congress be deleted from the bill, page 2, lines 11 
through 13. The deletion of this language definitely has no bearing 
or effect upon the stated purpose of the bill under consideration. This 
was confirmed to the committee by Governor Potter on Tuesday. 

The nature of the work of these postal employees on the Canal Zone 
is such there is only one caniiiolia base for determining pay and 
working conditions. This being the case, and since the employees of 
the Canal Zone postal group are 100 percent among those designated 
as sensitive-security, we ask that the applicable provisions of Public 
Law 68 remain in force for this group by the deleting of the language 
from the bill. 

Section 5 is in keeping with accepted practices throughout the Fed- 
eral service in the United States. We ask for the application of this 
provision which would be equal to that afforded other Federal 
employees. 

Section 6 would modify the Alien Cash Relief Act, and extend the 
coverage of benefits of the Civil Service Retirement Act, to those other 
than United States citizen employees. We do not oppose this section 
as we feel the United States has a moral obligation to these employees. 
We believe, however, Congress itself should make this determination. 

Many Members of Congress are in agreement that the replacement 
of United States citizens with indigenous workers has reached the 
point of limitation. There is today an overall ratio of 314 indigenous 
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workers to each American. The cost in dollars of keeping the canal 
American in character and staffed for operation under most condi- 
tions with United States citizens would still be paid for by canal 
users and the revenue from employee services, and does not warrant 
our assuming the “calculated risk” theory. 

In our considered opinion, there should always be a sufficient num- 
ber of Americans employed in all categories to operate and maintain 
the Panama Canal, without the functioning of the waterway being 
dependent upon other nationals for its skilled and technical man- 
power. Our belief is that the principal objectives of this bill can 
best be achieved if in drafting its report the committee would consider 
favorably the outlines in our prepared statement, which are currently 
in effect and are in conformity with memorandum commitments. 

We would like to suggest when the designation of a sensitive posi- 
tion is made, the position should be developed on its own merit as it 
applies to the Panama Canal and not compared to a similar position 
of another agency not allied to the canal’s purpose. Our treaty nego- 
tiators recognized the need for this requirement by exempting posi- 
tions on the canal for reasons of security. 

We are not aware, Mr. Chairman, what criteria were used in de- 
termining sensitive security positions. We do know it has all the 
appearances of an appeasement, rather than a sound security plan. 
A sensitive position is sensitive, be it in time of war or peace. I am 
certain that “classified documents” of our Government are not made 
available to the public even in times of peace. 

In listing just 2,100 positions as sensitive, the administration has 
encompassed all the frontline soldiers and ignored the rear guards. 
They have classified the importance of a division to the canal rather 
than the positions. For example, a lock machinist is considered sensi- 
tive. Now, we definitely agree to this. However, a machinist in the 
industrial division will be nonsensitive. Yet this nonsensitive ma- 
chinist is very frequently required to board vessels about to transit the 
‘anal to make repairs to turbines and other ship equipment. An act 
of sabotage by this machinist against a vessel of a foreign nation 
could very easily create an international incident. Under the admin- 
istration’s plan, this machinist may or may not be a United States 
citizen. 

We also have many maintenance craftsmen who are required by 
reason of necessity to work daily in and about our restricted areas. 
Yet these very essential craftsmen are not considered by the admin- 
istration as being sensitive to the canal. 

If we are seriously concerned about the Panama Canal, we then 
should adopt other methods of appeasement, and not jeopardize the 
waterway for the mere sake of opening a few additional positions on 
the canal to non-United States citizens. 

I would like very much to have this committee to singly ask the 
head of the various zone agencies if 2,100 United States citizen em- 
ployees would still be his estimate of sensitive positions if our Congress 
were to place the responsibility of the continued everyday safe opera- 
tion of the canal directly and solely upon him. a 

We urge this committee to give profound consideration before 
ae in favor of just 2,100 sensitive positions on the Panama 

anal. 
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For reasons outlined previously, this committee should have a part 
in determining and establishing the force level which would compose 
the sensitive security group, necessary to assure the continuity of oper- 
ation efficiently, expeditiously, and in the interests of our country. 
We urge that at no time should the United States civilian personnel 
force be lower than the present force of 3,500 positions unless Con- 
gress deems it in the public interest to amend the total positions so 
classified. 

| feel our organization would be remiss, Mr. Chairman, if we did 
not acknowledge and have the record show that we have received the 
full and earnest cooperation of the Governor of the Canal Zone and 
members of his staff during the meetings on this legislation in the 
past year. : 

I would be most happy to furnish any clarification data which the 
committee may desire and I wish to thank the committee for permitting 
me to present our case. We believe it is of major importance to the 
employees and the Panama Canal, and, in our earnest opinion, one of 
grave importance to the security and welfare of our Nation. 

Thank you, Mr. Chairman. 

The CuarrMan. I want to commend you for the way you have pre- 
sented your case. 

Mr. Faucerre. How many employees in the Canal Zone do you 
represent ? 

Mr. Damiani. I believe our total membership is in the neighborhood 
of 1,500 employees and, I would say perhaps 99 percent are United 
States citizens. 

Mr. Faucerre. Is the committee correct in assuming that you have 
agreed to the principles in the wage board plan ? 

Mr. Damiani. Mr. Faucette, the wage board evaluation plan has 
been agreed to in principle but there still remains several areas of 
disagreement which we do not want to bother the committee with, and 
which we hope to straighten out administratively on the Canal Zone. 
as they are administrative determined problems. 

Mr. Faucerre. That is all. 

The Cuarrman. So you do approve the legislation now pending 
consideration. 

Mr. Damiani. Yes, sir; with our suggested amendments. 

Mr. Pascnuau. Generally speaking, you agree with S. 1850, is that 
our understanding ? 

Mr. Damiani. Wholeheartedly, sir. 

The Cuarrman. Any other questions ? 

(There was no response. ) 

The Cuarrman. We certainly thank you for appearing before us 
this morning. 

Mr. Harcuerr. I wish to thank you for the distinguished privilege 
of appearing before this committee. 

Mr. Damiani, our legislative representative of the Panama Canal 
Zone Central Labor Union and Metal Trades Council, AFL-CIO, has 
most ably presented the views of this organization regarding the pas- 
sage of S.1850. As president of the body, I most heartily endorse his 
testimony. I wish to inform the committee and have the record show 
that his testimony has the support and endorsement of the AFL-CIO, 
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including its affiliated Metal Trades Department, and the Government 
Employees Council. 

I sincerely hope the bill with the amendments requested by Mr. 
Damiani, has an early passage. 

I thank you. 

The Cuarrman. Thank you. 

The next witness is Mr. James L. Hatcher. He is president of the 
Canal Zone Police Association. By the way, I think you come from 
my county in South Carolina, do you not? 

Mr. Harcuer. Yes, sir; that is right. 

The CHarrman. You may proceed. 


STATEMENT OF JAMES L. HATCHER, PRESIDENT, CANAL ZONE 
POLICE ASSOCIATION, BALBOA, C. Z. 


Mr. Harcuer. Mr. Chairman and members of the committee, my 
name is James L. Hatcher, president of the Canal Zone Police Asso- 
ciation. The members of our association represent 100 percent of the 
police personnel. 

The Crarrman. How many police do you have in the Panama Canal 
Zone ¢ 

Mr. Hatcuer. We have 180 policemen, including the chief of police. 

The CHarrmaNn. Proceed. 

Mr. Harcuer. At this time I would like to point out that the 
members of the Canal Zone Police Association are fully in accord 
with the language of the treaty-implementation legislation as con- 
tained in S. 1850 with certain conditions. We wish only to bring to 
light our views on two sections which we feel would be detrimental 
to the Canal Zone policemen if they remain in the bill without any 
provision to assure our employees by law that they will retain the 
same protection they now have by congressional action. 

Prior to July 10, 1950, the Canal Zone Police Association members 
were paid in accordance with rates handed down by the Governor 
of the Canal Zone. His decisions in our cases were based upon infor- 
mation given him by advisers. Wage-board and civil-service em- 
ployees gained such increases as Congress deemed necessary to comply 
with the cost of living, ete. ; however, too m: ny factors and personal 
feelings entered into the picture when in the course of time these 
advisers gathered information pertaining to the Canal Zone police 
pay increases. As a result, the police were always several years in 
arrears in receiving pay and other material benefits to which they were 
rightly entitled. 

The Cratrman. I am sorry but it appears that such often happens 
with many groups of Government employees. 

Mr. Hartcuer. Yes, sir. It then became apparent to our members 
that instead of looking for assistance here in the Canal Zone in order 
to obtain a fair deal for the police, we should go to Washington, D. C., 
for congressional help. 

Further, in the early part of 1948 we retained the law firm of King 
& King in the District of Columbia to assist us. In addition to 
working for low salaries, we were also working 6 days a week, some- 
thing other employees had not done for years. The question of night 
differential, overtime pay, and holiday compensation was also reduced 
or not applied in connection with the pay of the Canal Zone police. 
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With the aid of our lawyers and our friends in Congress, on July 10, 
1950, in the case of the Government versus Lewis W. Barker et t al., 
we received a favorable decision in the United States Court of Claims. 
The decision of the court was not challenged and we were awarded 
back pay for overtime worked and many other benefits which we had 
not received over the years 

In addition, the police received the benefits of the Federal Employ- 
ees Pay Act of 1945 5, as amended, regarding night differential, over- 
time pay, and holiday compens: ition as of that date. We also received 
a 5-day, 40-hour workweek. It takes time to readjust salary scale, 
working hours, and, coupled with the fact that it was evident more 
policemen must be employed to implement the 40-hour workweek, 
from July 10 to September 30, 1950, the policemen were paid overtime, 
and so forth. 

The CrHarrMan. Let me ask you one question in regard to retire- 
ment, do you receive the same retirement that other Government 
employ ees receive / 

Mr. Harcner. We did, sir, until 1950, and at that time, the Police 
Association petitioned Mr. Warren B. Irons, Chief, Civil Service 
Retirement Section, and requested that we be placed under FBI re- 
tirement which includes the hazardous clause and a little later on, 
the same year, we were included under the FBI retirement. That is 
where the Canal Zone Police are at this date. 

The Cuairman. Well, you are fortunate to be included. 

Mr. Harcuer. Yes, sir; that is a fortune for which we are thank- 
ful. 

The Cuarrman. I thought that was true with the canal police, but 
I was not sure. 

Mr. Harcuer. Yes, sir. 

On October 1, 1950, the Canal Zone Police Department had em- 
ployed a sufficient number of new policemen, so as of that date, each 
policeman began his 40-hour workweek. 

In further pursuit of increased benefits, we were able, through the 
assistance of our friends in Washington, that is to say, the Congress, 
to have a section included in Public Law 207, 82d Congress, 1st ses- 
sion, a section (c) which authorized and directed the Governor of the 
Canal Zone to grant additional compensation to the Canal Zone Po- 
lice whenever additional compensation was granted to employees of 
the District of Columbia employ ed in similar or comparable positions. 

This act also applied to the Canal Zone teachers and firemen. The 
effect of this act meant that the Canal Zone Police would receive pay 
increases immediately instead of the old procedure wherein the Gov- 
ernor would ask for money in the coming budget request after other 
employees had received pay increases by law. The old procedure took 
from 1 to 2 years in order to obtain money for increases in pay and 
even then the retroactive pay feature was absent. We would receive 
the pay increase whenever the money was available, the elapsed time 
and pay was lost. 

On July 1, 1953, the Metropolitan Police in Washington, D. C., 
received a pay increase under Public Law 74, 83d Congress, Ist ses- 
sion. As of 1950, the Governor of the Canal Zone had Sa fully 
the basic annual rates of the Metropolitan Police to the Canal Zone 
Police. However, upon application of the new law locally, the au- 
thorities in the Canal Zone arbitrarily reduced the annual basic rates 
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of pay by 8 percent without any lawful reason. The Canal Zone 
Police Association members have a case pending now in the United 
States Court of Claims regarding this unlawful reduction from our 
basic annual pay and I understand it will be heard at an early date. 

While it is our belief that the present Governor, William E. Potter, 
would attempt to give us our just dues and benefits, we cannot jeop- 
ardize our rights pertaining to wage increases, better working con- 
ditions, and the laws of Congress which protect us, for something 
that we have learned in the past to be the whims and desires of indi- 
viduals who have the power to allow or not to allow us benefits to 
which all Federal employees are justly entitled. 

While section 2 of S. 1850 pertains to the Classification Act of 1949, 
as amended, and under this act, section 21 exempts the Canal Zone 
Police; however, in that exemption it specifies that— 
police department of the Panama Canal whose rates of pay are fixed by the Gov- 
ernor of the Panama Canal with reference to the rates of compensation for 
similar positions in the municipal government of the District of Columbia. 

This is one of the few references that the Canal Zone Police are 
to be paid a basic annual rate of pay with reference to the Metropoli- 
tan Police in Washington. Therefore, it is evident that without some 
additional legislation to assist us, we must ask for the deletion of sec- 
tion 2 from S. 1850. 

Section 3 of S. 1850 repeals the act. of October 25, 1951, section (c), 
which is Public Law 207, our only law for immediate pay increases as 
related herein. Without this law, we would revert back to the sys- 
tem herein above described, wherein we would always be in arrears 
on pay increases and other benefits. Public Law 207 allows the Gov- 
ernor of the Panama Canal Zone to ask for and receive supplemental 
budget request to cover such pay increases, not only for Canal Zone 
Police, but also for teachers and firemen of the Panama Canal. The 
postal employees are covered by a similar ruling which is included in 
section 804 of the Postal Field Service Compensation Act of 1955 
which would be repealed in section 3 of S. 1850. Without this law 
which is now in effect, the Governor of the Panama Canal must ask 
for budget appropriations through the Congress which is approved 
1 or 2 years after submission or request and even then stands a chance 
of being excluded from the budget. 

The Cuarrman. Under our system of government the Congress may 
pass enabling acts before it can make appropriations. That ques- 
tion might enter into it also. 

Mr. Harcner. That is true, that is one of the other factors why we 
wish to retain present laws rather than go into the unknown. There- 
fore, we must ask for the deletion of section 3 of S. 1850 unless ap- 
propriate provisions are included in S. 1850 to give us the same 
protection we now have. 

The Cuarmman. When this bill was being drafted by its sponsors, 
were these proposed changes properly disc -ussed with members of your 
association and other canal employees ¢ 

Mr. Harcuer. Sir, the first we knew that this particular legislation 
was going to be presented to Congress was prior to Governor Potter’s 
leaving the isthmus. At that time, through the efforts of Mr. Eddie 
Hatchett, preside nt of the central labor union, the four groups, the 
teachers, policemen, firemen, and postal employees, got together with 
them. At that time, we pointed out the detrimental aspects of those 
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two particular sections, in addition to others. However, we were not 
allowed to change any part of it. 

The Cuamman. Do you know if in their testimony they covered 
these changes? 

Mr. Faucerre. Mr. Chairman, to what changes do you refer ? 

The Cuarrman. The proposed changes in the pay program. 

Mr. Faucerrr. There is evidence in the record covering this new 
pay program. 

The Cuairman. What I would like to know is the position of the 
Governor of the Panama Canal Zone on these two suggested amend- 
ments ¢ 

Mr. Kertix. Mr. Chairman, when that question came up day before 
yesterday, the Governor testified that it was his intention to continue 
to relate the pay of policemen to policemen in the District, teachers 
to teachers in the District, postal employees to the postal employees 
in this country, and pilots to maritime employees in the States. 

Then we said, “That is your intention, but would there be objection 
if the law required it?” and it is my recollection that his answer was 
that there would be no objection. 

The Cuamman. You can see my point. The reason I raise this 
question is because the present administration studied the subject 
and drafted this bill. The committee introduced the bill by request. 

Mr. Favcerre. Mr. Chairman, there is now in the committee file, 
and which will be introduced in the record, a copy of the Canal 
Zone job evaluation and pay plan, prepared by the agencies in the 

Canal Zone. This copy, as I understand, contains detail information 
ies the new pay plan for the Canal Zone employees in the event 
S. 1850 is enacted by Congress. It was submitted for the study of the 
committee and I believe it will give you the information you want. 

Mr. Kertr~. When Congress enac ts pay legislation giving an in- 
crease to postal employees, teachers, and what not, the bill should 
give the Governor authority to grant similar increases as of the same 
cate. 

Mr. Faucerre. Now, Mr. Hatcher, as I understand from your 
statement, you have given your position that the Canal Police will 
be deprived of the protection they now have as to salaries and also 
other benefits if S. 1850 is enacted, is that right ? 

Mr. Harcner. Yes. 

Mr. Faucerre. You have indicated that if S. 1850 is enacted by 
the Congress, you want continued the same protection as to salaries 
and other benefits which you now have. Is that your position ? 

Mr. Harcuer. Yes. 

The Cuatrman. No change in the law but you want the law to 
remain as it Is now. 

Mr. Favcerre. If they repeal the particular sections which you 
are interested in, you want some provision in the new law which will 
give you the same protec tion. Isthat your position / 

Mr. Harcner. That is right, Mr. Chairman, although, as I pointed 
out before, we have all the confidence in the world in Governor Pot- 
ter and although it would be his intention to give us our just rights, 
his hands would in effect be tied unless he had some legislative pro- 
visions which would authorize him to give us the same protection by 
law. 
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Mr. Faucerre. In other words, you feel so long as Governor Potter 
is in charge of the Canal Zone you will have reasonable protection and 
assurance as to wages, is that correct ¢ 

Mr. Harcuer. Let me put it this way, Mr. Faucette, we are reason- 
ably assured that if he could, he would, but he would still need legisla- 
tive provisions which would allow him the authority to apply. 

The Cuarrman. In other words, you are a little doubtful, if he does 
not have legal authority, to do so. 

Mr. enn That is right, sir. 

The CHarrmMan. Proceed. 

Mr. Harcuer. Our position is that we should be allowed to retain 
the laws now in effect which were provided by the assistance and co- 
operation of Congress and by an actual case won in the United States 
Court of Claims. 

The pending claim in the United States Court of Claims for mem- 
bers of the Canal Zone Police Association and our past favorable 
decision from the court are evident that even with laws to protect us, 
we still have trouble receiving the benefits to which we are justly 
entitled. 

If the committee feels our request for the deletion of sections 2 and 3 
cannot be complied with, we wish then to go on record favoring whole- 
heartedly an amendment to S. 1850 which will assure us by Taw full 
protection and benefits which will be taken away by enactment of 
sections 2 and 3 of S. 1850, and to which amendment Gov. William 
E. Potter gave verbal agreement in last Tuesday’s hearing. 

In conclusion, I wish to express our appreciation to you, Mr. Chair- 
man, and to the members of this committee, for the opportunity to 
appear and voice our views of this important subject. 

The CHarrMan. We certainly are glad to have you here this morn- 
ing to give us your views on this subject. We appreciate your ap- 
pearing before the committee. 

Mr. Harcuer. Thank you. 

The Cuatrman. Mr. Rufus M. Lovelady, president, Lodge No. 14, 
American Federation of Government Employees. Mr. Lovelady, iden- 
tify yourself. 


STATEMENT OF RUFUS M. LOVELADY, PRESIDENT, LODGE NO. 14, 
AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES, BALBOA 
HEIGHTS, C. Z. 


Mr. Loverapy. I am Rufus Lovelady, president of local No. 14, 
American Federation of Government Employees, at Balboa, C. Z. 1 
have been on the Canal Zone just a few days over 22 years and I am 
employed in the Wage and Classification Division of the Panama 
Canal Company as a position classifier. And I might say I par- 
ticipated for the past several months in some of the wor rk on this w age 
plan that the committee now has before it. 

I understand that the Senate will meet at 11 o’clock, Mr. Chair- 
man, on a very important issue and I should like, with your per 
mission, to insert my testimony in the record in its entirety and high- 
light the testimony in order to conserve your time. 

"The CHAIRMAN. We will be glad to have you do that under the cir- 
cumstances. Without objection, the full text will be inserted in the 
record. 
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(The document referred to is as follows :) 


PREPARED STATEMENT OF RuFus M. LOVELADY, PRESIDENT AND LEGISLATIVE REP- 
RESENTATIVE OF LoDGE No. 14, AMERICAN FEDERATION OF GOVERNMENT 
EMPLOYEES 


1. Mr. Chairman, the legislation now before your committee has as its purpose 
the implementation of the treaty and its accompanying memorandum of under- 
standings reached between the United States and the Republic of Panama 
signed in Panama on January 25, 1955. Actually, the provisions of the bill 
here under consideration deal exclusively with the agreements set forth in item 
1 of the memorandum of understandings reached. These points are as follows: 

(1) Legislation will be sought which will authorize each agency of the United 
States Government in the Canal Zone to conform its existing wage practices in 
the Canal Zone to the following principles: 

(a) The basic wage for any given grade level will be the same for any 
employee eligible for appointment to the position without regard to whether 
he is a citizen of the United States or of the Republic of Panama. 

(b) In the case of an employee who is a citizen of the United States, 
there may be added to the base pay an increment representing an overseas 
differential plus an allowance for those elements, such as taxes, which op- 
erate to reduce the disposable income of such an employee as compared 
with an employee who is a resident of the area. 

(c) The employee who is a citizen of the United States will also be eligible 
for greater annual leave benefits and travel allowances because of the neces- 
sity for periodic vacations in the United States for recuperation purposes 
and to maintain contact with the employee’s home environment. 

(2) Legislation will be sought to make the Civil Service Retirement Act 
uniformly applicable to citizens of the United States and of the Republic of 
Panama employed by the Government of the United States in the Canal Zone. 

(3) The United States will afford equality of opportunity to citizens of 
Panama for employment in all United States Government positions in the Canal 
Zone for which they are qualified and in which the employment of United 
States citizens is not required, in the judgment of the United States, for security 
reasons. 

(4) The agencies of the United States Government will evaluate, classify, 
and title all positions in the Canal Zone without regard to the nationality of the 
incumbent or proposed incumbent. 

(5) Citizens of Panama will be afforded opportunity to participate in such 
training programs as may be conducted for employees by United States agencies 
in the Canal Zone. 

2. I should like with your permission, Mr. Chairman, to discuss this bill in 
the order of its sections, beginning with section 2. 

Section 2 provides that section 202 of the Classification Act of 1949, as amended, 
shall be further amended by repealing paragraph (32) (this paragraph was en- 
acted in Public Law 562, 8list Cong., and expressly exempts postal employees 
of the Canal Zone Government from the Classification Act of 1949), and by 
amending paragraph (21) thereof to provide that— 

(21) employees of a department stationed in the Canal Zone and, at the 
discretion of the Civil Service Commission upon the request of a depart- 
ment, employees stationed in the Republic of Panama if employed by a 
department having employees stationed in both the Republic of Panama and 
in the Canal Zone.” 

3. Paragraph (21) as proposed in the bill would expressly exempt from ap- 
plication of the Classification Act of 1949, as amended, the positions in all 
agencies operating in the Canal Zone. It would also vest in the Governor of the 
Canal Zone and the heads of other agencies operating in the Canal Zone absolute 
authority to fix the compensation of employees without regard to those set by 
the Classification Act of 1949. It would also deprive employees in positions now 
subject to that act of the statutory right of appeal to the Civil Service Commis- 
sion of the grade of their position which they now have under section 501 (b) 
of the act. We do not think such broad wage-fixing authority should be vested 
in the heads of the agencies operating in the Canal Zone unless the employees 
affected are given some assurance that their compensation will not be fixed 
in relation to some fictitious base less than the rates prescribed by the Classifica- 
tion Act. We think also that all employees in positions whose compensation 
is based on or fixed in relation to the rates set by the Classification Act of 1949 
should have the right to appeal the grade or pay level of their position to the 
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Civil Service Commission in the event they are unable to obtain satisfactioh 
from the wage-fixing authorities of the Canal Zone. It has been agreed generally 
by all concerned that the cutoff line between positions whose rates of pay will 
be based on those prevailing in the Panama area or in continental United States 
shall lie between grades GS-3 and GS-4 for those positions now subject to the 
Classification Act of 1949. For example, any position which will not evaluate at 
above GS-3 will be pegged at or in relation to the rate prevailing in Panama 
for the same or similar work; if the position will evaluate at GS— or higher, 
the basic rate of pay will be fixed in relation to the compensation paid by the 
Government in the continental United States for the same or similar work. 

4. In order to assure a proper basis for the fixing of rates of employees in 
positions which would evaluate at grade GS-4 or higher, we propose that para- 
graph (21) as contained in this bill be amended by adding the following at the 
end thereof: 

“Provided, That the compensation of any position which would, except for 
this paragraph be fixed in accordance with section 603 (b) of this act shall 
in no case be fixed in relation to a base which is less than the rates prescribed 
by said section 6083 (b) if such position would allocate to grade GS— or its 
equivalent or higher under classification standards issued by the Civil Service 
Commission.” 

Such an amendment would guarantee employees in the so-called white-collar 
jobs in the Canal Zone that their compensation will in no event be fixed in 
relation to a rate less than that of their counterpart in the United States. We 
consider that such an assurance is essential to the morale of United States 
citizen employees in the Canal Zone. 

5. Section 3 of the bill would repeal paragraph (c) of section 1 of the act of 
October 25, 1951 (Public Law 207, 82d Cong.) relating to the fixing of the com- 
pensation of policemen, firemen, and schoolteachers, and section 804 of Public 
Law 68, 84th Congress (the Postal Field Service Compensation Act of 1955) 
which governs the compensation of employees of the Canal Zone postal service. 
The rates for these groups have traditionally been fixed with reference to those 
of employees performing similar or comparable work in the District of Columbia 
as regards teachers, policemen, and firemen, and in the postal field service with 
respect to employees of the Canal Zone postal service. We think these bases 
are sound and that they should continue to be used as the basis for fixing the 
compensation of these groups. While we do not purport to represent these 
groups of employees, we think the wage-fixing bases now in use are entirely 
reasonable, and that the Governor of the Canal Zone should continue to look 
to them in setting the wages of teachers, policemen, firemen, and postal em- 
ployees. Although the group for whom I speak is composed principally of 
employees in other occupational categories, employees of the subject groups are 
nonetheless our fellow employees and neighbors, working for the same agency 
and living for the most part in close proximity to one another. We desire the 
record to show, therefore, that we support fully the testimony that has been 
or will be given by the representatives of these groups in regard to the manner 
of fixing their compensation. 

6. Section 4 of the bill provides that for certain purposes the benefits of 
employees of agencies in the Canal Zone shall include any overseas pay differen- 
tial or other increment over the rate applicable to a non-United States citizen 
in the same position. It mentions specifically injury and death compensation 
as provided by the act of September 7, 1916, as amended by section 208 of the 
act of October 14, 1949 (Public Law 357, 81st Cong.) Section 12 of the Federal 
Employees Compensation Act of 1916, as amended, provides in pertinent part 
that: “* * * overtime pay, or additional pay or allowance authorized outside 
the United States because of differential in cost of living or other special cir- 
cumstance * * * shall not be taken into account.” We are in agreement with 
this section of the bill, but suggest that it be amended by numbering the section 
as subsection (a) and adding a subsection (b) at the end thereof as follows: 

“(b) Any person on the injury compensation rolls of any agency or department 
in the Canal Zone who is receiving less compensation than that to which he 
would be entitled had his injury not occurred prior to the effective date of this 
section shall have his injury compensation adjusted to conform to the provisions 
of subsection (a) hereof: Provided, That no additional benefits shall be paid 
for any period prior to the first day of the month following the approval of 
this act.” 

It has been suggested that this amendatory subsection is not necessary 
because such adjustment in the injury compensation of employees would be 
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made automatically under the basic section. While we have some doubt that 
such would be done, we would interpose no objection to the elimination of the 
proposed subsection (b) if the committee can indicate in its report that it is the 
sense of the committee that such adjustments will be made. 

7. Section 5 of the bill provides that whenever the basic compensation of any 
employee of a department or agency of the United States in the Canal Zone, which 
is fixed with reference to rates for similar employment in continental United 
States, is converted to another base (e. g., the rate prevailing in the Panama 
area), the employee shall, pending transfer to a position the basic compensa- 
tion of which is fixed with reference to rates prevailing in the United States, 
continue to receive the rate paid immediately prior to such conversion so long 
as he remains in the same position or a position of equal or higher grade. 

8. It is our understanding that the proposed “grandfather” provision has been 
interpreted to mean that an employee in a position which evaluates at grade GS-38 
or lower wil have his pay frozen at the rate he is receiving on the date imme- 
diately prior to the conversion of his position to the locality rate for the position 
so long as he remains in the same position or a position of equal or higher grade, 
but that he will not thereafter be eligible to receive any of the periodic or 
longevity step increases to which he would otherwise be entitled. We think 
that to deny such employees the right to earn and receive such periodic and 
longevity increases is contrary to the intent of the Senate when it gave its con- 
sent to the ratification of the 1955 treaty. For example, on page 12 of its Execu- 
tive Report No. 11 of July 26, 1955, the Senate Foreign Relations Committee 
said in pertinent part that “the committee was particularly concerned whether 
American employees would be adversely affected by the single-wage scale in view 
of the testimony of labor representatives before the committee,” and further: 
“The committee attaches great importance to the necessity of keeping the. in- 
terests of all United States citizens in mind during this survey and of avoiding 
any formula which would adversely affect them.” 

9. Mr. Chairman, if our understanding of the interpretation that has been 
made by the Department of State and possibly others concerning the application 
of the so-called salary-freezing provision of this bill is correct, then we must 
most emphatically disagree. For example, we cannot and will not concede that 
to freeze the salary of a United States citizen at a step lower than the maximum 
in-grade step authorized by law for the grade of his position without the right 
of within-grade step increases is not a formula which adversely affects the 
incumbent of such position. While we are concerned primarily with the adverse 
effects this proposal would have on citizens of the United States, it would have 
an equally adverse effect on several citizens of the Republic of Panama who 
now occupy positions compensated at rates prevailing in the United States but 
which would be transferred to the locality rate schedule under the single-wage 
plan agreed to in item 1 of the Memorandum of Understandings Reached. We 
propose, therefore, that section 5 of the bill be amended by adding the following 
at the end thereof : 

“and shall be eligible to earn and receive periodic and longevity step increases 
in the manner prescribed in sections 701 and 703 of the Classification Act of 
1949, as amended, during his incumbency of such position to the same extent as 
if he were subject to that Act.” 

10. Neither the Governor-President of the Canal Zone Government and Panama 
Canal Company nor the heads of other agencies and departments operating on 
the Canal Zone have authority to authorize adjustments in salary retroactively 
effective. Such is prohibited by law and numerous decisions of the Comptroller 
General. We propose, therefore, that there be added to this bill a section 6 to 
read as follows: 

“Sec. 6. The heads of agencies or departments with employees stationed in the 
Canal Zone are authorized and directed to adjust the compensation of all em- 
ployees whose rates are based on or fixed with reference to those paid by the 
Government for similar or comparable services to employees in the continental 
United States or the District of Columbia as of the date such adjustments are 
effective for such employees in the continental United States or the District of 
Columbia.” 

11. Section 6 of the bill before the committee proposes that the Cash Relief Act 
of July 8, 19387 (Public Law 191, 75th Cong.), as amended by the act of Febru- 
ary 20, 1954 (Public Law 299, 88d Cong.), be amended to apply only to the con- 
tinued payment thereunder of cash relief benefits awarded to employees whose 
employment was terminated prior to the effective date of this legislation. The 
amendment, of course, would repeal prospectively the Cash Relief Act of 1937, 
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as amended, thus removing alien employees of the Panama Canal Company and 
Sanal Zone Government from coverage of “* * * another retirement system for 
Government employees” within the meaning of section 2 (b) of Public Law 854, 
$4th Congress. By removing them from the coverage of another retirement sys- 
tem, they automatically become subject to the Civil Service Retirement Act, as 
amended. 

12. We have no objection to this proposal to extend the benefits of the Civil 
Service Retirement Act to the non-United States citizen employees of the 
Panama Canal Company and Canal Zone Government, although we would prefer 
to see a separate retirement system designed to apply uniformly to all non-United 
States citizen employees in overseas areas. For example, we have never felt 
that alien employees of the Government who contribute nothing in taxes toward 
the support of our country are entitled to share in the benefits to the same ex- 
tent as do those of us who pay a substantial portion of our income toward the 
support of our Government. Although, as stated above, we interpose no objec- 
tion to this proposal, we desire to invite attention of the committee to section 
5 (e) of Public Law 854, 84th Congress, which provides in substance that any 
officer or employee who is a citizen of the United States employed on the Isthmus 
of Panama by the Panama Canal Company or the Canal Zone Government shall 
be automatically retired upon attaining the age of 62 years and completing 15 
years of service on the Isthmus of Panama. 

13. We think this provision for the compulsory retirement of United States 
citizens of the Panama Canal Company and Canal Zone Government should not 
only be continued, but that it should be applied to all employees of agencies oper- 
ating on the Canal Zone. We recommend, therefore, that section 6 be numbered 
section 7, and that there be added a section 8 reading as follows: 

“Section 8. Section 5 (e) of the Act of July 31, 1956 (Public Law 854, S4th 
Congress) is amended to read as follows: 

“*(e) In the case of an employee of the Alaska Railroad, Territory of Alaska, 
or any employee of any agency in the Canal Zone, the provisions of this section 
shall apply upon his attaining the age of sixty-two years and completing fifteen 
years of service on the Isthmus of Panama or in the territory of Alaska.’ ” 

14. This recommendation is made because it is a well-known fact that many 
employees become unable to discharge efficiently the duties and responsibilities 
of their job because of advanced age, but who are not sufficiently physically or 
mentally disabled to meet the test for disability retirement under section 7 of 
the Civil Service Retirement Act, as amended. This is especially true in the 
Tropics where the debilitating effects of the tropical climate tend to sap the 
strength to the point where the employee is unable to perform work involving 
physical exertion, yet he is not disabled to the extent that he can meet the 
medical examination requirements for disability retirement. I think it appro- 
priate at this point to quote briefly from an address delivered by Dr. George 
Eugene before the Natural History Society of Gorgas Memorial Institute on 
January 23, 1935, in part as follows: 

“We have no adequate statistics regarding our expectancy of life here. Many 
sick men are weeded out of the service here long before it is time to retire, 
either voluntarily or by order of the health department. * * * Better statis- 
tics should be available in the future. However, insurance companies do not 
insure white Americans on the Canal Zone without a considerable increase in 
rates. In other words, their statistics indicate a lessened expectancy of life 
here. 

“A rotating service with the Federal service in the States might be the 
solution to the conditions down here. The Army has rotating service—stay 
here 2 or 3 years, then shift. Our canal service is Federal and most of our 
positions here correspond to positions in the States. If it could be arranged 
that the men here could be rotated to corresponding jobs in the States, say after 
5 or 7 or 10 years, I think we would solve the problem of the Tropics for the 
white man. 

“In conclusion, rubber rots, wood decays, iron rusts, and men deteriorate and 
die faster in the Tropics than in the Temperate Zone.” 

Dr. Eugene’s address entitled “Some Effects of the Tropics on the White 
Man” was delivered more than 22 years ago. The climate of the Canal Zone 
is the same now as then, and its effects are no less enervating in 1957 than 
they were in 1935. We believe, therefore, that the proposed amendment will 
not only contribute to the efficiency of the public service by the compulsory 
retirement of those whose efficiency has been impaired by prolonged residence 
in the Tropics, but that it will relieve the agencies and the taxpayers of an 
unnecessary financial burden they might otherwise be required to bear. We 
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hope you will give this suggestion for compulsory retirement at a lower age your 
most careful consideration. 


15. This concludes my testimony, Mr. Chairman, except to say that since the 
treaty of 1955 with Panama has been ratified and is the law of the land, we 
urge that the implementing legislation be considered favorably by the commit- 
tee. Naturally, we hope the committee will at the same time consider favorably 
our suggested amendments. We wish to thank the committee for allowing us to 
submit our views on this very important legislation as it affects the employees 
of all agencies operating on the Canal Zone. I shall be glad, if I can, to answer 
any questions the committee may have. 

Mr. Love.apy. Section 2 of S. 1850 provides that section 202 of the 
Classification Act of 1949 shall be amended by repealing paragraph 
$2. That is the paragraph which was enacted in Public Law 562 
8ist Congress and which expressly exempts postal employees of the 
Canal Zone Government from the Classification Act of 1949. 

So, in my statement, we recommend that the following be added at 
the end of clause 21: 


Provided, That the compensation of any position which would, except for this 
paragraph, be fixed in accordance with section 603 (b) of this act shall in no 
case be fixed in relation to a base which is less than the rates prescribed by said 
section 603 (b) if such position would allocate to grade GS—4 or its equivalent 
or higher under classification standards issued by the Civil Service Commission. 

Such an amendment would guarantee employees in the so-called 
white-collar jobs in the Canal Zone that their compensation will in 
no event be fixed in relation to a rate less than that of their counter- 
part in the United States. We consider that such an assurance is 
essential to the morale of United States citizens in the Canal Zone. 

I might add that I think it would be as equally important to the 
morale of the noncitizens who are in GS-4 or higher level positions. 

Section 3 of the bill would repeal paragraph (c) of section 1 of the 
act of October 25, 1951, relating to the fixing of compensation of 
policemen, firemen, and schoolteachers and section 804 of Public Law 
68, 84th Congress, the Postal Field Service Compensation Act of 
1955, which governs the compensation of employees of the Canal Zone 
postal service. The rates for these groups have traditionally been 
fixed with reference to those of employees performing similar or com- 
parable work in the District of Columbia as regards teachers, police- 
men, and firemen, and in the postal field service with respect to 
employees of the Canal Zone postal service. 

We think these bases are sound and that they should continue to be 
used as bases for fixing compensation of these groups. While we 
do not purport to repr esent these groups of employees, we think the 

wage-fixing bases now in use are entirely reasonable and that the 
Governor of the Canal Zone should continue to look to them in setting 
the wages of teachers, policemen, firemen and postal employees. 
Although the group for whom I speak is composed principally of em- 
ployees in other occupational categories, employees of the subject 
groups are nonetheless our fellow employees and neighbors, working 
for the same agency and living, for the most part, in “close proximity 
to one another. We desire the record to show, therefore, that we 
support fully the testimony that has been given or will be given by 
representatives of these groups in regard to the manner of fixing their 
c ompensation. 

Section 4 of the bill, as it is before your committee, Senator, has 
our entire approval but I should like to digress for a moment. and 
explain to the committee that under the present employees’ compensa- 
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tion laws, if an employee who is receiving the 25 percent differential 
is injured in line of duty, in computing his injury compensation, his 
base pay there is stripped of the 25 percent. That is under section 12 
of the Compensation Act and that section 4 would cure that and we 
heartily endorse it. 

Now, there is a question in our mind as to whether or not those who 
are now on our injury compensation rolls would have their compensa- 
tion adjusted in accordance with section 4, and so we have recom- 
mended in our testimony that a subsection (b) be added to the effect 
that— 


any person on the injury compensation rolls of any agency or department in the 
Canal Zone who is receiving less compensation than that to which he would be 
entitled had his injury not occurred prior to the effective date of this section 
shall have his injury compensation adjusted to conform to the provision of 
subsection (a) hereof: Provided, That no additional benefits shall be paid for 
any period prior to the first day of the month following the approval of this 
act. 

It has been suggested that this amendatory subsection is not neces- 
sary because such an adjustment in the injury compensation of em- 
ployees would be made automatically under the basic section. While 
we have some doubt that such would be done, we would interpose 
no objection to the elimination of the proposed subsection (b) if the 
committee can indicate in its report that it is the sense of the com- 
mittee that such adjustments will be made. 

Section 5 of the bill proposes that when the basic compensation 
of any employees of the United States in the canal, which is fixed 
with reference to rates for similar employment in continental United 
States, is converted to another base, for example, converting from 
the United States base to prevailing rate base in the Canal Zone, 
that the employee shall, pending transfer to a position the basic 
compensation of which is fixed with reference to rates prevailing 
in the United States, continue to receive the rate paid immediately 
prior to such conversion. 

It is our understanding, Mr. Chairman, that the proposed grand- 
father provision has been interpreted to mean that an employee in 
a position which evaluates at grade GS-3 or lower will have his pay 
frozen at the rate he is receiving on the date immediately prior to 
the conversion of his position to the locality rate for the position so 
long as he remains in the same position or a position of equal or higher 
grade but that he will not thereafter be eligible to receive any of 
the longevity or periodic step increases to which he would otherwise 
be entitled. 

We think that to deny such employees the right to earn and receive 
such periodic and longevity increases is contrary to the intent of the 
Senate when it gave its consent to the ratification of the 1955 treaty. 
For example, on page 12 of its Executive Report No. 11 of July 26, 
1955, the Senate Foreign Relations Committee said in pertinent part 
that— 

The committee was particularly concerned whether American employees would 
be adversely affected by the single-wage scale in view of the testimony of labor 
representatives before the committee— 
and further— 

The committee attaches great importance to the necessity of keeping the interests 
of all United States citizens in mind during this survey and of avoiding any 
formula which would adversely affect them. 
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Mr. Chairman, if our understanding of the interpretation that has 
been made by the Department of State » and possibly others concerning 
the application of the so-called salary-freezing provision of this bill 
is correct, we must most emphatically disagree. For example, we 

-annot and will not concede that to freeze the salary of a United States 
citizen at a step lower than the maximum in- oa step authorized 
by law for the grade of his position without the right of within- 
grade step increases is not a formula which adversely affects the 
incumbent of such position. 

While we are concerned primarily with the adverse effects this pro- 
posal would have on citizens of the United States, it would have an 

ally adverse effect on several citizens of the Republic of Panama 
wi now occupy positions compensated at rates prevailing in the 
United States but which would be transferred to the locality rate 
schedule under the single-wage plan agreed to in item 1 of the Memo- 
randum of Understandings reached. We propose, therefore, that sec- 
tion 5 of the bill be amended by adding the following at the end 
thereof: 


* * * and shall be eligible to earn and receive periodic and longevity step 
increases in the manner prescribed in sections 701 and 703 of the Classification 
Act of 1949, as amended, during his incumbency 6f such position to the same 
extent as if he were subject to that act. 

Paragraph 10 of my testimony, Mr. Chairman, relates to the au- 
thority that the Governor of the Canal Zone has to make retroactive 
adjustments when adjustments are made in compensation here in the 
United States and that has been covered fully, so I shall pass it 
over. 

Section 6 of the bill before the committee proposes that the Cash 
Relief Act of July 8, 1937, as amended by the act of February 20, 1954, 
be amended to apply only to the continued payment thereunder of 

cash-relief benefits awarded to employees whose employment was 
a minated prior to the effective date of this legislation. 

The amendment, of course, would repeal prospectively the Cash 
Relief Act of 1937, thus removing alien employees of the Panama 
Canal Company and Canal Zone Government from the cover age of, 
und quoting: “* * * another retirement system for Government em- 
ployees” within the meaning of section 2 (b) of Public Law 854, 84th 
Congress. By removing them from the coverage of another retire- 
ment system, they automatic ally become subject to the Civil Service 
Retirement Act, as amended. 

We have no objection to this proposal to extend the benefits of the 
Civil Service Retirement Act to non-United States citizen employees of 
the Panama Canal Company and Canal Zone Government, although 
we would prefer to see a separate retirement system designed to apply 
uniformly to all non-United States citizen employees in overseas 
areas. For example, we have never felt that alien employees of the 
Government who contribute nothing in taxes toward the support of our 
country are entitled to share in the benefits to the same extent as do 
those of us who pay a substantial portion of our income toward the 
support of our Government. 

Although, as I said before, we interpose no objection to this proposal, 
we desire to invite attention of the committee to section 5 (e) of Public 
Law 854, 84th Congress, which provides in substance that any officer 
or employee who is a citizen of the United States employed on the 
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Isthmus of Panama by the Panama Canal Company or the Canal 
Zone Government shall be automatically retired upon attaining the age 
of 62 years and completing 15 years of service on the Isthmus of 
Panama. 

We think this provision for the compulsory retirement of United 
States citizens of the Panama Canal Company and Canal Zone Gov- 
ernment should not only be continued, but that it should be applied to 
all employees of agencies operating on the Canal Zone. We recom- 
mend, therefore, that section 6 be numbered section 7, and that there 
be added a section 8 reading as I have quoted here in the statement 
and, if that section were inserted in the bill, then it would compel all 
employees of all agencies on the Canal Zone to retire upon attaining the 
age of 62 years if they have 15 years or more of service on the Isthmus 
of Panama. 

Now, I might say that at the present time, only United States 
citizen employees of the Company and the Government are compelled 
to retire at 62. The noncitizens and citizens of other agencies operat- 
ing on the Canal Zone are not compelled to retire until they reach the 
age of 70. 

I have set forth in paragraph 14, Mr. Chairman, our reasons 

Mr. Faucerre (interposing). Mr. Lovelady, will you kindly sum- 
marize your statement as we have other witnesses to be heard and only a 
short time to continue hearing? 

Mr. Lovetapy. That concludes my testimony except to say that since 
the treaty of 1955 with Panama has been ratified and is the law of the 
land, we urge that the implementing legislation be considered favor- 
ably by the committee. Naturally, we hope the committee will at the 
same time consider favorably our suggested amendments. 

We wish to thank the committee for allowing us to submit our 
views on this very important legislation as it affects the employees 
of all agencies operating on the Canal Zone. I shall be glad, if I can, 
to answer any questions ‘the committee may have. 

The CHatrMan. You agree with most of the bill with the excep- 
tion of the retirement feature; is that right ? 

Mr. Lovetapy. There is one feature in the bill, Mr. Chairman; we 
do not believe that these people who are in the lower grades and are 
going to be frozen or grandfathered should be prevented from ad- 

rancing horizontally from step to step in the grade that they are 
frozen in. We have been told that the interpretation that has been 
placed upon it is that the rate would become a personal rate to the 
employee and will not change in any way so long as he is in the posi- 
tion. Even should Congress pass a pay bill, they would not get the 
benefits of it. 

We do not think that is proper, so we take exception to that and 
we ask the committee to give serious consideration to the matter. 

On the retirement feature, as I have pointed out here, we think 
employees in the Canal Zone should continue to retire at 62, if they 
have been there 15 or more years, and we ¢ ite our reasons in the testi- 
mony for desiring that this be done. 

Outside of that, Mr. Chairman, we think the bill should be enacted. 
I want to state for the record that we support fully the stand taken 
by Sergeant Hatcher in his testimony concerning the protection for 
those groups that he represents. 

The Cuatrrman. Any questions? 
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Mr. Faucette. No questions. 
Mr. Pascua. No questions. 


The Cuarrman. We certainly thank you for appearing before our 
committee. 


Mr. Lovetapy. Thank you very much, Mr. Chairman. 
The Cuarrman. The next witness is Mr. William 8S. Tyson, counsel 
for the Panama Canal Zone pilots. 


STATEMENT OF WILLIAM S. TYSON, COUNSEL, PANAMA CANAL 


ZONE PILOTS; ACCOMPANIED BY CAPT. CLINTON BAVERSTOCK, 
PANAMA CANAL PILOT 


Mr. Tyson. Mr. Chairman and members of the committee, I will 
try to be brief because of the time. 

The Cuarrman. Yes, thank you. 

Mr. Tyson. I have accompanying me Capt. Clinton Baverstock, a 
Panama Canal pilot who is up from Panama. I also have a pre- 
pared statement which I would request permission of the committee 
to place in the record, which sets forth our position. 

The CuarrMan. Without objection, it will be done. 

(The document referred to is as follows :) 


STATEMENT OF WILLIAM S. Tyson, COUNSEL FOR LOCAL No. 30, THE CANAL ZONE 
PILOTS ASSOCIATION 


Mr. Chairman and members of the committee, my name is William S. Tyson 
and I am legal counsel for Local No. 30, the Panama Canal Pilots Association 
of the International Organization of Masters, Mates and Pilots. 

We understand the primary objective of S. 1850 is to fulfill treaty obligations 
of the United States with the Republic of Panama. In order to achieve this 
purpose the bill authorizes each governmental agency in the Canal Zone to 
conform its wage practices to the memorandum of understandings reached be- 
tween the United States and the Republic of Panama on January 25, 1955. The 
memorandum of understandings of January 25, 1955, provides that United 
States citizens and citizens of the Republic of Panama when employed in the 
Canal Zone to perform the same duties shall receive the same basic wages and 
retirement benefits. The basic compensation of United States citizens is de- 
fined in section 4 of the bill, to include any overseas pay differential or other 
increment which is applicable to United States citizens employed in the Canal 
Zone. 

We look with favor on this broad objective of the legislation. 

It should be pointed out that only United States citizens are eligible for em- 
ployment as pilots in the Panama Canal under regulations promulgated by the 
Governor of the Canal Zone. For this reason the legislative purpose of the 
bill would not affect Panama Canal pilots. 

We are concerned, however, with clarifying the intent of the language used 
in section 2 of the bill in amending paragraph (21) of section 202 of the Classi- 
fication Act of 1949 (ch. 782, 63 Stat. 954). Our concern relates to the apparent 
breadth of the exclusionary language proposed in the amendment. 

Since the passage of the 1949 Classification Act the compensation of Panama 
Canal pilots has been governed by the legislative mandate contained in section 
202 (8) of that act. This provision exempts officers and members of the crews 
of vessels from the Classification Act and requires that their compensation be 
fixed and adjusted in accordance with prevailing rates and practices in the 
maritime industry. 

The Civil Service Commission, which is authorized and directed under section 
203 of the Classification Act of 1949, to determine finally the applicability of the 
exclusions in section 202 of the act, has twice held that Panama Canal pilots 
fall within the exemption provided by section 202 (8) and should be paid in 
accordance with prevailing rates and practices in the maritime industry. The 
Commission made its first ruling on this question in a letter to the Panama 
Canal on August 11, 1950. Subsequently, on September 22, 1952, 


after the 
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creation of the Panama Canal Company as a federally chartered corporation, 
the Commission reaffirmed its previous opinion on the applicability of the ex- 
emptive provisions of section 202 (8) to Panama Canal pilots. Likewise, the 
Comptroller General on October 16, 1950 (30 Comp. Gen. 158) and on January 2, 
1953 (82 Comp. Gen. 307). ruled‘ that the compensation of Panama Canal pilots 
was required to be fixed under the provisions of section 202 (8) of the Classifi- 
cation Act of 1949. 

Panama Canal pilots have spent their entire careers in the maritime industry 
and the Congress in section 202 (8) of the Classification Act of 1949 has recog- 
nized that officers and members of the crews of vessels should be compensated 
in accordance with the rates and practices in that industry. These pilots in 
the Panama Canal have achieved an enviable safety record in transiting vessels 
through the Panama Canal which is a credit both to their own qualifications and 
to the record of the Panama Canal Company. 

It would be most unfortunate if the meaning of the present amendatory lan- 
guage in the bill with respect to the 1949 Classification Act is not clarified to show 
that there is no intent to affect the present statutory basis for compensation 
of Panama Canal pilots in section 202 (8) of the 1949 Classification Act. I am 
confident that the sponsors of S. 1850 had no intent to affect the compensation of 
Panama Canal pilots. Nevertheless, to remove any ambiguity it is suggested 
that a savings clause with respect to section 202 (8) be inserted in section 3 
of the bill or that the report of the committee contain a statement to the effect 
that the amendment to paragraph (21) is in no way intended to repeal, super- 
sede or affect the statutory basis for the compensation of Panama Canal pilots 
provided in section 202 (8) of the 1949 Classification Act. 

Mr. Tyson. I would like to say we are in agreement with the broad 
objective of the bill to give equal pay for equal work to the Pana- 
manians. We have no objection to that. Our position, however, is 
somewhat analogous to that set forth by the representative of the 
Police Association, Sergeant Hatcher. 

The pilots have, through the years, had certain legislative bases 
for their compensation and we are disturbed for the same reasons 
that the policemen are disturbed, that section 202 (8) of the Classifi- 
cation Act of 1949 might possibly be affected by the amendment which 
is contained in section 2 of the bill. 

Section 202 (8) of the Classification Act of 1949 requires that the 
compensation of officers and members of crews of vessels be fixed in 
accordance with prevailing maritime rates and practices. This sec- 
tion contains an exclusion from the Classification Act, but also contains 
the legislative mandate that the wages of such employees shall be 
fixed in accordance with prevailing maritime rates and practices. 

The Civil Service Commission under section 203 of that act has 
final authority to determine exclusions from the Classification Act 
and it has twice, on August 11, 1950, and September 22, 1952, ruled 
that these pilots are excluded from the act under section 202 (8) and 
that the compensation of Panama Canal pilots should be fixed as re- 
quired by section 202 (8) of the Classification Act. 

In addition, the Comptroller General has also ruled twice, includ- 
ing one ruling after the creation of the Corporation, that the compen- 
sation of Panama Canal pilots should be fixed under that particular 
provision of the Classification Act. Mr. Chairman, our primary pur- 
pose in appearing here is to request the committee to insert a savings 
clause in section 3 of the act or to state, as a matter of legislative his- 
tory in the report of the committee that section 202 (8) of the 1949 
Classification Act remains the statutory basis for the rates of pay of 
Panama Canal pilots. 

Now, aside from that particular 

The CHatrmMan (interposing). Your position is this, the agree- 
ment entered into between the United States and the Republic of 
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Panama did not ask for any changes to be made in regard to the 
pilots’ status? 

Mr. Tyson. Right. 

The Cuarrman. Neither did it in regard to the policemen or other 
United States citizen employees in the Canal Zone, but it was in a way 
assurance to the Panamanian employees they would probably get 
better pay rates. 

Mr. Tyson. That is clear. Our thought is that in order to give the 
Panamanians equal pay for equal work, it is not necessary to come in 
and disturb the statutory compensation of these other United States 
citizens. As a matter of fact, no Panamanian could qualify as a pilot 
because they must be United States citizens. 

The Crramman. In other words, you are just asking that the law 
that is on the statute books at the present time remain without change? 

Mr. Tyson. That is correct. I would like also, Mr. Chairman, to 
point out that wage board employees in the Panama Canal have their 
overtime governed by two provisions of law. The first of these is 
the act of March 28, 1934, the so-called Thomas amendment which 
has been on the books since 1934. The other statutory provision is 
section 203, which is now known as section 205 of the Federal Em- 
ployees Pay Act of 1945 which also requires that certain wage board 
employees receive time and one-half overtime for working after 40 
hours in the workweek. We think those two provisions of law which 
were specifically enacted with Panama Canal employees in mind 
should be preserved. It would be detrimental to the interests of the 
United States citizens to have their 40-hour workweek in any way 
disturbed. 

Although we have great confidence in the present Governor, we do 
not know who the next Governor will be and we would prefer to rest 
our case with the Congress because we know that the Congress in the 
past has seen to it that these people should be treated fairly. We 
would deeply appreciate the committtee’s efforts in preserving the 
present statutory compensation basis for the pay of Panama Canal 
pilots. 

The CHatrman. Senator Martin, do you have a question ? 

Senator Martin. Do you think that any specific amendment should 
be made to this bill to protect the pilots, as you have indicated ¢ 

Mr. Tyson. I would prefer one, sir. 

Senator Martin. Or, could it be done by the committee report? 

Mr. Tyson. The language, Senator Martin, is a little ambiguous 
and it would be much safer to put in a little clause in section 3, saving 
these provisions of law. 

Senator Martin. Is that in your prepared statement ? 

Mr. Tyson. Yes. 

The Cuarrman. I understand and appreciate your position, but, 
when you make exceptions for one group and not all groups, you 
often get into difficulty from a legal viewpoint. It might be well to 
consider a provision in the bill which will give adequate protection. 

Mr. Tyson. That is right. 

The Cuatrman. I do not believe it is the intent of this bill to change 


materially the present status of United States citizen employees in 
the Canal Zone. 


Mr. Tyson. Yes. 
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The Cuarrman. We want that clear in the record and in our report. 
Senator Martin. I had no idea they were planning to disturb 
these. 

Mr. Tyson. I do not think they did, Senator Martin, but the lan- 
guage is so ambiguous that some court or some administrative official 
might determine it to be something different. 

The Carman. I have to leave and ask that Senator Scott take 
over as acting chairman. 

r. Tyson. Senator, I think that concludes my remarks unless there 
are some other questions. 

Mr. Faucerre. Mr. Tyson, is it your opinion that passage of S. 
1850 would deprive the pilots of salary or wage schedule they now 
have ¢ 

Mr. Tyson. Mr. Faucette, I would not put it that strongly; no. 
I would say the intent, that I do not believe it was the intent of the 
drafters and of the sponsors of the legislation, in my opinion, to affect 
that. 

Mr. Faucerre. But, it is your opinion that it needs to be clarified 


by appropriate provision in the bill which would give adequate pro- 
tection ? 


Mr. Tyson. That is correct. 

Senator Scorr (presiding). Any questions? If not, thank you 
very much, Mr. Tyson. 

Captain Baverstock. Mr. Chairman, on behalf of the Panama 
Canal Zone pilots, I want to thank you for granting us this hearing 
this morning. 

Senator Scorr. Mr. Castillo. 


STATEMENT OF JOSE DE LA ROSA CASTILLO, PRESIDENT, LOCAL 
907, ARMED FORCES EMPLOYEES UNION (AMERICAN FEDERA- 
TION OF STATE, COUNTY, AND MUNICIPAL EMPLOYEES, AFL-CIO) 


Mr. Castuzo. Mr. Chairman, members of the committee, I am 
Jose de la Rosa Castillo, president of local 907, and my testimony is 
offered in behalf of locals 900 and 907, local rate employees unions of 
the Canal Zone affiliated with the American Federation of State, 
County, and Municipal Employees, AFL-CIO. I am accompanied 
by. Mr. James F. Carroll, legal representative of our international 
union. 

It is a privilege for me to appear before this committee as repre- 
sentative of Panamanian and other non-United States citizens em- 
ployed by the United States Government agencies in the Canal Zone. 

I sincerely hope these comments on bill S. 1850 will contribute to 
a better understanding of our problems. 

We favor the approval of this bill, S. 1850, of course, for it au- 
thorizes the Canal Zone agencies to conform its wage practices to the 
principles established by item I of the memorandum of understand- 
ings reached between the United States of America and the Republic 
of Panama signed on January 25, 1955. 

Bill S. 1850 is a step toward the fulfillment of our aspirations of 
equal pay for substantially equal work and equality of job opportuni- 
ties for both United States and Panamanian employees in the zone. 
We respectfully request the honorable members of this committee to 
consider favorably the aforementioned bill. Nevertheless, I wish to 
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stress the fact that there is a great need to specifically provide a suit- 
able minimum salary for local raters so as to avoid— 

labor conditions detrimental to the maintenance of the minimum standards of 
living necessary for health, efficiency, and general well-being of workers. 

I would like to state with respect to any payroll cost increase result- 
ing from the approval of bill $ 1850 that by no means can it be con- 
sidered a one-way proposition since an average of 64 percent—$45 
million a year—of the i imports made by the Republic of Ba nama come 
from the United States and said payroll cost increase would return 
to the United States economy. At this point I would invite your 
attention to the statistical record which I submit for the use of this 
hearing. 

(The document referred to follows:) 


Total imports and those coming from the United States, 1950-56 


(ve alue in balboas dasnsnind 


Coming from the United 
States of America 


Year Total 
Total Percentage 

I a iad Znsn tector Stina iadare nin ip Rll ei iain tetas ee cet 66, 997, 391 43, 335, 905 64.7 
We oe tvksvntideheaddickintina by tum naihuntsbabudgtaatntd tenet 66, 113, 499 45, 382, 270 68. 6 
SESE PRIS SESS EES EEE ASE ey 73, 452, 071 48, 038, 937 65. 4 
Tt 0h sm ap selina iene aceaiaeiinitt ei iiishel atin alata in 71, 363, 440 46, 010, 041 64.5 
Bb «<b cdgaunnwabbbbesdndsaddsbobnwailoadbhkhideudnedaedene 72, 620, 601 45, 085, 967 62.1 
eae ie indhintgnle ctnseptnaianitidicindiaetbacadaberininseainiaiaiedcemiertaa tad 75, 684, 653 45, 372, 733 60.0 

60. 1 


FI Giichinctcbvinabbcicoum duvbsucionettuatadcbhionssceuneeoxen 83, 720, 176 50, 350, 132 


1 Preliminary figures, 


Source: Republic of Panama, Office of the Comptroller General, Directorate of Statistics and Census. 


Mr. Cast1iL0o. We welcome the incorporation of all local rate em- 
ployees into the civil service retirement system. However, we feel 
there should be a provision so as to avoid the possibility that some 
units of these skilled and loyal employees should, after years of 
service, receive a lower pension than they ordinarily would have 
received under the present cash relief system. 

The importance of bill S. 1850 cannot be overemphasized. The 
Remon-Eisenhower treaty was ratified more than 2 years ago by the 
United States Congress and thus it assumed an international obliga- 
tion. The enactment of this implementing legislation related to said 
treaty will enhance the special relations between the Republic of 
Panama and the United States. Therefore, it is of great interest to 
both the Republic of Panama and the United States “for bill S. 1850 
to be apron ed in this session of Congress. Undoubtedly, the passing 
of bill S. 1850 will also benefit the economy of the Republic of 
Panama. 

I want to thank you very much for this opportunity to be heard 
by the members of this committee on this bill and I will be happy 
to try and answer any questions you may have. 

Senator Scort. Thank you very much. 

Any questions, Senator Martin ? 

Senator Martin. I have no questions. 

Senator Scorr. Do you have any questions, Mr. Faucette ? 

Mr. Favcerre. No questions. 

Senator Scorr. Mr. Kerlin? 
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Mr. Keriin. What is the average wage in the Republic of Panama 
exclusive of the zone today # 

Mr. Castitio. You refer to the Republic of Panama itself? 

Mr. Kerutn. Yes, sir, as compared to comparable work in the zone? 

Mr. Castiiio. The wages in the Canal Zone are today, I would say, 
about 20 percent higher for comparable jobs in the’ Republic of 
Panama; that is, a carpenter in the zone would normally get 20 per- 
cent more in the Panama Canal; not necessarily, but normally, he 
would get 20 percent more in the Canal Zone than in the Republic 
of Panama. However, I would like to elaborate a little bit on this 
point. Salaries in Panama are awfully low and in the Canal Zone 
they are not. It is our feeling that they are not up to the minimums 
that we should get at the present time. I am talking about the ma- 
jority of the workers, not ae all. 

We have doctors, engineers, highly technical employees, highly 
qualified employees, that are vetting very good salaries but the major- 
ity of them are not up to, what I would say, the standard that they 
should be getting. 

Mr. Kertiy. It is understood that Panamanians employed in the 
zone get about 20 percent higher wage than they would if employed 
in the Republic of Panama ? 

Mr. Casti110. That is true. 

Mr. Keruin. Now, if this bill should pass and become enacted, how 
would the relationship be changed ? 

Mr. Casrizi0. The relationship would be maintained at about the 
same level, because only about 200 Panamanians will get a substantial 
increase, as we say, based on the enactment of bill S. 1850, but we feel 
that administratively, we could adjust salaries to the real cost of 
living. 

Mr. Keritn. Thank you. I have no further questions of Mr. Cas- 
tillo, Senator. 

Mr. Castiz10. Thank you very much. 

Senator Scorr. Our next witness is Mrs. Judith Whitaker, repre- 
senting the American Nurses’ Association. Mrs. Whitaker, will you 
proceed, please ? 


STATEMENT OF JUDITH G. WHITAKER, R. N., DEPUTY EXECUTIVE 
SECRETARY, AMERICAN NURSES’ ASSOCIATION 


Mrs. Wurraxker. Mr. Chairman, I have a prepared statement which 
I would like to read. 

Mr. Favcetre. Will you state your position and whom you rep- 
resent ? 

Mrs. Wurraxer. I am Mrs. Judith G. Whitaker, deputy executive 
secretary of the American Nurses’ Association, the national organiza- 
tion of registered professional nurses. The association has over 
181,000 members in 54 constituent State and Territorial associations. 
The Isthmian Nurses’ Association, which I visited in August 1956, is 
one of our constituent organizations. 

I would like to mention here that about 75 percent of the nurses 
employed in the isthmus are members of the American Nurses’ Asso- 
ciation and their president, Mrs. Mary Hummel, is currently in the 


United States and has come to our office and has conferred with us 
relative to this. 
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Senator Scorr. Right at this point I would like to say for the bene- 
fit of all that I have two sisters that are graduate nurses and I hear 
from them all the time what my duties are, so I am reasonably well 

osted. 

Mrs. Wuiraker. Weare certainly happy to appear before your com- 
mittee, too, Mr. Chairman. wae 

The primary purposes of the American Nurses’ Association are to 
promote high standards of nursing practice and to protect the welfare 
of nurses to the end that all people may have better nursing care. To 
fulfill these purposes, the association maintains active programs 1n 
the following areas: nursing practice, research, intergroup relations, 
international nursing affairs, economic security, and legislation. I 
appear before you today because we wish to be of all possible assistance 
to the committee in its consideration of legislation as it relates to the 
adjustment of conditions of employment of nursing personnel in the 
Canal Zone in accordance with the principles established in the memo- 
randum of understandings reached between the United States and the 
Republic of Panama. The primary concern of all of us in this regard 
must be the quality of the health services provided in the zone. 

The United States Civil Service Commission establishes criteria for 
professional nursing positions in the Panama Canal Zone. At the 
present time, persons seeking employment in these positions must 
meet the basic qualification of licensure as a registered professional 
nurse in a State or Territory of the United States or in the District 
of Columbia. Applicants must be citizens of or owe allegiance to 
the United States, or be citizens of the Republic of Panama. 

The primary purpose of licensing legislation is to protect the public 
by establishing certain requirements with which an individual must 
comply in order to engage in the practice of nursing. ‘The American 
Nurses’ Association does not consider United States citizenship to be 
an essential requirement for licensure and has long urged the removal 
of this requirement from State laws. In all but 20 jurisdictions, it is 
now possible for nurses of other countries to become licensed if they 
meet the qualifications set forth in the Nursing Practice Acts. 

Licensure denotes the minimum education and competence deemed 
adequate to guarantee the safe practice of professional nursing. 
Many nursing positions require preparation and skills in addition to 
those minimum ones required by law. 

Professional nursing education in the Republic of Panama is com- 
paratively new. As the present time, the Government of that coun- 
try does not provide for licensing of nurses, nor for accreditation of 
the educational program in the same manner in which this is carried 
on in the United States. 

However, certain graduates of Panama’s only nursing school may 
qualify for licensure in some of the jurisdictions of the United States 
provided they individually meet the minimum qualification require- 
ments of those States. Those persons then become eligible to make 
application for United States civil-service employment in the Canal 
Zone, and should be classified according to their individual qualifica- 
tions of education and experience. 

With the assistance of the International Cooperation Administra- 
tion the Republic of Panama strives to raise its standard of living. 
Three nurses attached to the ICA mission are making a significant 
contribution to the health and welfare of the entire region through 
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their efforts to help Panamanian nurses improve nursing education 
and nursing services in their country. In the years to come, there 
will be a greater number of professional health personnel prepared 
to meet the needs of that part of the world. However, not in the 
foreseeable future will nursing education programs in Panama be 
able to completely meet the needs of the Republic itself. 

The majority of nursing positions in the Canal Zone must be 
filled with mature persons with preparation and/or experience in 
addition to basic nursing education. Their functions are varied and 
complex because of the nature of the extensive health service in 
which they practice. Special demands are made upon nursing service 
of Gorgas Soonital because of its programs in research and medical 
education. Nursing service must be provided for schools, extensive 
oranettent services, as well as for hospitalized patients in both gen- 
eral and psychiatric facilities in the zone. 

The professional nurse’s task in the zone is made more difficult by 
the character of the nonprofessional personnel she must use in the 
care of patients. These workers are recruited from among Panama- 
nian nationals and must be trained on the job. Considerable skill and 
understanding is needed to overcome the differences in culture and 
language. Expert and constant supervision of these workers is 
required to insure safe nursing care. 

Because of the need for numbers of expert professional nurses in 
the zone, we believe every effort should be made to recruit qualified 
nurses from the United States. The remuneration and personnel 
practices should be such as to attract and hold nurses able to main- 
tain a high quality of nursing services for the residents of the zone. 
We believe the overseas pay differential, and the other allowances 
provided for United States citizens in the memorandum of under- 
standing, to be justified in this instance. 

Health services in the zone would be greatly improved if there were 
to be established a new position in the Health Bureau of the Canal 
Zone government providing for a new director of nursing services. 
There is a great need for a qualified professional nurse to serve as 
consultant on nursing to the officials responsible for medical services, 
and to provide direction and nursing consultation for all of the 
nurses employed in the various facilities throughout the zone. 

At the present time, there is a disturbing turnover of nursing per- 
sonnel, as well as a number of unfilled positions. This situation, 
which has serious implications for the health of the area, could be 
alleviated if more -attention were given to the needs of nurses for 

rofessional growth and satisfaction in their work. Provision should 
28 made for continuing inservice education and for periodic educa- 
tional leaves. Leave should also be provided to nurses so they could 
participate in the activities of their professional organization. 

Thank you for this opportunity to present information and the 
views of the American Nurses’ Association regarding nursing in the 
Canal Zone. 

Senator Scorr. Thank you. 

Any questions? 

Mr. Faucerte. No, sir. 

Senator Scorr. Mr. Kerlin? 

Mr. Keriryn. When I was in the Canal Zone last summer I met 
some of the nurses of whom she speaks. I found them not only as 
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charming as the witness but I found they were doing exactly what 
the witness testified to here today. They are doing marvelous work. 

Senator Scorr. Any other questions? 

(No response.) 

Mrs. Wurraker. Thank you very much. 

Senator Scorr. Mr. Dilweg? 

Mr. Ditwee. Yes, sir. 

Senator Scorr. If you can summarize your statement for us, we 
will appreciate it. 


STATEMENT OF LaVERN R. DILWEG, REPRESENTING UNITED 
STATES CITIZENS’ ASSOCIATION OF THE CANAL ZONE 


Mr. Ditwee. I will defer to the chairman’s suggestion and I think 
perhaps I can expedite this. 

My name is LaVern R. Dilweg, former Member of Congress from 
Green Bay, Wis., and practicing attorney in Washington, D. C. 
The United States Citizens’ Association membership is composed of 
United States civilian citizens residing in the Canal Zone and I am 
acting as their counsel and Washington representative. This asso- 
ciation is an active and aggressive one now strongly entrenched and 
giving voice to the individual Company/Government employee inter- 
est and attitude on any and all matters which affect his welfare. 

S. 1850, if enacted, would implement a treaty and agreement with 
the Republic of Panama and among other things provide for adjust- 
ments in conditions of employment in departments in the Canal 
Zone. 

Section 2 of S. 1850 would amend section 202 of the Classification 
Act of 1949 so as to exclude from the scope of that act all employees 
of departments stationed in the Canal Zone. The United States 
. Citizens’ Association is definitely of the opinion that it is not necessary 
to remove Canal Zone agencies from the protection of the Classifica- 
tion Act of 1949, as amended, in order to implement the single-wage 
program and to allow for the newly recognized tax factor, the sole 
reason advanced by the company. 

We, along with most groups in the organization, and I expect that 
would have to be changed because I heard testimony that it is not 
true, would rather retain the protection of the United States civil- 
service regulations. 

Under the proposed law as written, a hypothetical GS—X would be 
affected as follows, using as a standard the average Canal Zone family 
of four, and taking the amount of tax from the tax table for calendar 
year 1956 of the Internal Revenue Service: 

The present situation, Washington base, $4,000 ; 25 percent differen- 
tial, $1,000; the United States citizen pay is $5,000. The situation as 
it will be under proposed legislation, the Canal Zone base is $3,600; tax 
factor, $400; Washington base, $4,000; differential, $1,000, and the 
United States citizen Canal Zone pay $5,000. 

From the above it will be noted that, although the United States 
citizens’ pay will not be reduced, the Canal Zone base for any given GS 
grade will be lowered, which violates the equal pay for equal work 
thesis of the treaty and memorandum of understandings reached. 

Our organization, Mr. Chairman, believes that considerable diplo- 
matic repercussions will come from Panama as a result of such a 
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lowering of base pay. One must realize that the Panamanian in 

GS-X will receive a hypothetical $3,600 rather than the $4,000 he has 

— to expect to receive from reading the treaty and the memoran- 
um. 

The tax factor, which seems to be the basic reason for removing the 
Canal Zone agencies from the protection of the Classification Act, 
could be solved by granting each United States citizen employee such 
additional exemptions, over and above their normal allowance in calcu- 
lating their income tax, as may be necessary, to allow for the tax factor 
as envisaged by the Senate in ratifying the treaty. 

For example: 


Canal Zone, United States citizen rate__.._.____..----.---------------- $5, 000 
Tax paid: 
MP VCTIEIIRIONG CRVORRGO) cst d reins) sei de ciicokneatoue 416 
I dh el dni aren ea cinderella scm bnGomeptrranpiennpanntneipengecdnenae 296 
ad iene cialis ca eieipenlia tient eaeinangg achat mahem nine piete 176 
I a EE So cat latcitensl eerietisierepeebierapepngminsiensereoumipan 56 
With additional tax exemptions: 
Washington and Canal Zone Panamanian base pay___._-_-__------ 4, 000 
Canal Zone United States citizen rate (base plus 25 percent) ___---__ 5, 000 
Net additional over Panamanian due to tax exemptions: 
Nee eee ene near ieas cathe ea haber may oun cnneapenanipreineinarionpemaigap 120 
I ok Rebbe de pected rectch iceatimnniaerinnenecapnbdbine-cocmen 240 
I oh aa ecelig heel eee endian behbeliehenihtepnisSulanlibcborasee 360 


The proposed wage and salary plan, a complicated one and so re- 
ferred to by Mr. Stewart, of the State Department, vests in a handful 
of men absolute authority to fix the compensation of employees of the 
Company/Government without regard to those set by the Classifica- 
tion Act of 1949. If this legislation and administrative plan receive a 
congressional stamp of approval, the oligarchy in the Canal Zone is 
complete. 

Certainly the career employee is entitled to some security and pro- 
tection, especially in the zone where there is no labor market. ‘This - 
wage plan could be changed in 5 minutes after receiving the approval 
of Congress unless very definite directives accompany the legislation. 
In addition, it would deprive employees now subject to the act of the 
statutory right of appeal to the Civil Service Commission. 

Should this committee approve the wage and salary plan and the 
administration of same through the so-called central employment 
office, we deem it absolutely essential that the Company be directed 
to follow the civil-service rules and regulations pertaining to character 
investigation and examination and appointment of Federal employees, 
applying same to all applicants and incumbents for employment in 
the Company/Government. 

Now, we do have an amendment: 

On page 2, line 20, delete the word “any” and substitute “a 25 percent,” and 


on line 20, after the word “differential,” delete the word “or” and substitute 
“and any.” 


The 25 percent is within the discretion of the Governor. He can 
change it today, cut it down to nothing. Congress, I think, has shown 
that, as far as employment in the zone is concerned, the 25-percent 
differential is necessary. We do each year have a 25-percent differ- 
ential reference in the appropriations acts; it is in the McCarran 
amendment and that, of course, applies to the services. 

Now, as to section 5, this section provides that no employee will 
have his pay rate reduced as a result of the application of the new 








ADJUSTMENT OF PAY RATES IN THE CANAL ZONE 101 


schedules so long as the employee remains in his present position or 
one of equivalent or higher grade. 

In other words, his salary is frozen and all incentive removed 
through no fault of his own. He can stay and like it or he can get 
out. This is hardly fair treatment for a career employee thousands 
of miles from a labor market. The Governor testified on June 18 
that at least 200 incumbents would be placed in this position when the 
proposed wage and salary plan is placed into effect, so that approxi- 
mately 15 percent of the present United States employees in non- 
sensitive jobs will be affected. 

You remember, the Governor said 2,100 jobs were listed as sensitive, 
so the balance is 1,400, and that is how I arrived at the 15 percent. 
The USCA, on the premises of what is fair and equitable, proposes 
the following amendment to section 5: 


On page 3, line 2, after the word “shall”, strike balance of section and insert 
the following: 


“continue to receive basic compensation to which he was entitled immediately 
prior to such conversion of his position (including in-grade promotion and any 
increases in such rate of basic compensation provided by law at any time while 


such incumbent is in such position) so long as he remains in the same position 
or a position of equal or higher grade.” 


This amendment would permit the Company/Government to con- 
tinue to fix, and from time to time change and adjust, the pay of the 
incumbent with reference to United States rates, in all respects as 
though the conversion had not occurred. This protection would con- 
tinue for so long as the incumbent continued to hold the converted 
position or another converted position in lieu of promotion therefrom 
or until the incumbent was transferred to a position regularly com- 
vensated at rates fixed with reference to those prevailing in the United 
States. The incumbent is entitled to this protection, having come 
from his employment in the States without notice of the possibility 
of conversion. 

Section 6 would implement a provision in item 1 of the memorandum 
of understandings reached by making the Civil Service Retirement 
Act uniformly applicable to citizens of the United States and the 
Republic of Panama employed by the Government of the United 
States in the Canal Zone. The USCA endorses this retirement. pro- 
vision, but suggests that the Company/Government contribution to 
the retirement fund be paid from nonreimbursable appropriated 
funds, as do the contribution of the armed services on the Canal Zone 
for their employees. This has been a matter of considerable contention 
down there, Senator, in that, in every respect, the fringe benefits the 
employee receives, he not only pays his share but is paying an addi- 
tional share through the particular division that he works for be- 
cause that division must supply the additional share. 

An example would be the extension of the retirement act. The in- 
dividual pays in 614 percent ; the Company pays in 614 percent. Some 
of that 614 percent also comes from the employee. We feel that is 
not fair to be employee, because in no other agency of Government 
does the employee stand part of the Government’s contribution. 

In conclusion, may I say that, unless definite ground rules are made 
either in the legislation or in a committee report which will require 
both United States and non-United States employees of agencies of 
the United States Government in the Canal Zone to conform to the 
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standard United States security policies and the standards of United 
States competitive civil-service examining system, we will seek legis- 


lation to amend the civil-service rules and regulations to include 
hiring in the Canal Zone. 


I think that is highly important and, at this point, I will give to 
the reporter, if you will permit me, sir, a letter that was sent to many 
of the Members of the Senate and House, of the concern of the em- 
ployees in the Canal Zone, evmper yard on the security proposition, 


and a suggestion along the lines of what they feel might be helpful 
to the C ongress as a whole. 


Senator Scorr. Without objection, it will be inserted in the record. 
(The document referred to is as follows:) 


UNITED STATES CITIZENS ASSOCIATION, 
CANAL ZONE, 

April 27, 1957. 

Members, Un-American Activities Committee, 
Washington, D. C. 

GENTLEMEN: The eight hundred-odd members of the United States Citizens 
Association respectfully submit herewith the draft of a bill for consideration 
toward enactment into legislation with accompanying remarks. It is felt that 
it is urgently required in all overseas areas, and especially in this area of the 
Panama Canal Zone. 

The majority of us have been residents here for many years and we have 
watched with interest and alarm the development of conditions that now cause 
us grave concern over the retention of the standards of the United States 
Federal service system and the security of the Panma Canal. We would like to 
see a plan of definite objectives for strengthening this weak link in our Federal 
service system, else in a few years it is believed that the morale of the Federal 
career employee will again be at low tide. As members of the great rank and 
file of career Government employees, we are most anxious to keep our outstand- 
ing position that is the result of standards that require the best caliber of 
employees. 

Whether or not it is consistent with our national policy toward other nations 
to require such qualifications, it is felt that an appeal must be made to our 
congressional representatives to give weighty consideration to the ideas presented 
herein for the retention and maintenance of the high quality and prestige of our 
United States Federal service and the people employed therein. 

The members of this association are in accord in believing that it is not to the 
best interests of the United States career service to ignore the possible dangers 
and repercussions that will eventually follow as the present policy is spread to 
worldwide proportions. It is essential that our Federal service continue to be 
held in highest regard by other nations and their peoples, as well as our own 
citizens. 

Therefore, it is respectfully requested that consideration be given to a fair 
and impartial procedure upholding the United States Government standards for 
Federal service employment to cover the recruitment of aliens employed in over- 
seas areas—one that will enable our Nation to retain its position of requiring 
superior service and personnel. 

Very respectfully yours, 
J. Winter D. Coruins, President. 


A BILL To amend the Civil Service Rules and Regulations to provide for the establish- 
ment of provisions to require alien employees of agencies of the United States Govern- 
ment in the Canal Zone to conform to standard United States security policies and the 
standards of the United States competitive civil service examining system 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress Assembled: 

That the Civil Service Rules and Regulations pertaining to character investiga- 
tion of Federal employees be amended so as to include therein aliens appointed 
to positions in agencies of the United States Government in the Canal Zone; 

That the Civil Service Rules and Regulations pertaining to examination and 
appointment of Federal employees be amended to provide that alien personnel 
employed in agencies of the United States Government in the Canal Zone shall 
be subject thereto prior to appointment to positions therein ; 
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That this bill shall include all future positions to be occupied by alien per- 
sonnel; that it shall apply to and be retroactive to include alien encumbents 
of positions in the Federal service in the Canal Zone who have been employed 
since it became the overall national policy to offer and include aliens overseas 
equal job opportunities without complying with the standards of the United 
States civil service character and competitive examining procedures. 


That the provisions of this bill shall take effect upon the date of enactment, 
or as soon thereafter as is feasible. 


JUSTIFICATION—EXAMINING 


In order to adhere to the intent of the policy long ago established by the 
introduction of the Federal service system, and to avoid economic intangible and 
detrimental effects to the United States Government in the Canal Zone, we 
believe that serious and earnest consideration must be given to the following 
features when effecting a change in the provisions of Federal service employment 
procedures in order to include aliens therein; 

1. Maintenance of the traditional policies applicable to employment in the 
United States Federal service system; 

2. Retention of the high prestige in which the United States Federal career 
service is held by other nations by keeping uniformity of the merit system 
applicable to aliens and United States citizens alike in all areas; 

3. Assurance that Government agencies in the Canal Zone may be able to 
develop a comprehensive and clear-cut personnel program to stabilize employ- 
ment conditions—one that will obtain the best qualified alien personnel available 
with particular reference to— 

A. Mental attitudes toward United States ownership and operation of 
the Panama Canal; 

B. Morals of the highest degree (it is believed that official records will 
show that there are many employees on the payrolls now with extensive 
police records) ; 

C. Physical qualifications should be perfect in order to avoid loss of ef- 
ficient performance of duties due to mediocre degree of training and the 
inability of native labor to reach a high peak of efficiency as a result of 
the debilitative effects of tropical climate plus long generations subjected 
to enervation ; 

D. Educational statistics of the Republic of Panama indicate a lack of 
teachers, facilities, and finances with which to furnish more than a small 
percentage of the population with more than formal education above the 
grammar school level; 

E. Experience of alien personnel is very limited due to the economical 
conditions of the Republic and the fact that distribution of finances is 
limited to that class not interested in employment. 

4. Conformity with the manpower planning of long range operations of modern 
government by replacement of United States citizen employees with aliens; 
5. A firm policy governing employment that will eliminate the downgrading of 
ability standards established for employment in the United States Federal 
service in order to accommodate the inclusion of aliens into the merit system; 

6. Accomplishment of the economic advantages desired in foreign areas through 
employment of only the most eligible personnel available of qualifying standards 
that will measure long range potential as well as the qualifications for an 
immediate job; 

7. To recognize fully the responsibilities of Federal employment practices with 
regard to extending United States Federal benefits of a single basic wage scale 
and the Federal retirement system to aliens the world over. 


JUSTIFICATION—NATIONAL SECURITY 


Looking to the future and the expectation that the United States of America 
will continue to own and operate its defense facilities and other governmental 
agencies overseas, it is time serious thought was given to the establishment of a 
definite security plan or program to govern the employment of aliens overseas, 
There is needed now, more than ever, extreme vigilance in the policy of employing 
aliens overseas—a policy that will establish reliability, trustworthiness, and 
competency in job performance and loyalty to the United States of America 
consistent with the interests of national security. 

We cannot by edict or fiat in Washington control the actions of alien employ- 
ees—we must first and last promote and obtain protection and security through 
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United States governmental agencies abroad. Our concern is not with the 
misuse of security measures, instead we are vitally concerned with the lack of 
security procedures which would establish a more conventional and exacting 
policy governing the employment of aliens in the United States Federal service— 
one that will weed out undesirables beforehand and thus eliminate unnecessary 
recruitment expense and the possibilities of subversive opportunities to aliens of 
all nations employed in our Federal service. 

It is a recognized fact that subversive elements are more prevalent today 
than they were 10 years ago when World War II was beginning to fade in the 
distance. This fact is substantiated by the 105 publications mentioned by an 
esteemed State representative on the subject and listed in extension of remarks 
ef Hon. John J. Sparkman, of Alabama, in the Senate, Monday, January 10, 
1956, referring to communism and how to combat it. It was during two World 
Wars and transition period reaching up to now that the United States expended 
enormous quantities of manpower and capital to establish the United States 
naval fleet, and the present investment our Nation has in foreign areas. 

Just prior to World War I the most expensive of United States foreign invest- 
ments- was made in the construction of the Panama Canal. Defense officials 
have long wrangled over just how important is this waterway connecting the 
Atlantic and Pacific Oceans. Despite the decisions reached, pro and con, the 
Panama Canal will remain the strategic defense facility that enables the United 
States military and world maritime fleets to maneuver readily and rapidly from 
one ocean to another. Even if it is no longer deemed of vital or prime impor- 
tance to defense of the Nation, there is still the obvious obligation of the United 
States to render the customary United States standards of maritime service to 
the maritime world, and to protect the vast investment of the taxpayers of the 
United States of America. 

Aliens of all nations pass through this waterway and are allowed to disembark 
to visit around the ports of entry in both the Canal Zone and Panama’s terminal 
cities. Over the years it is believed that a gradual infiltration of anti-American, 
communistic elements have trickled into this area. 

Much has been said and printed about security risks in the United States 
Federal service, referring only to the employment of United States citizens. 
Surely aliens are a greater risk than any United States citizen who takes the 
oath of allegiance of unswerving loyalty “to preserve, protect and defend” his 
Government. To any alien employee, primarily, such an oath me.ins only his 
job—and rightly so. He cannot be expected to feel all-out allegiance for another 
country, and it is a fatal delusion to think that he does; or that the establish- 
ment of any nonstrike regulation or affidavit will eradicate his subversive ten- 
dencies should he be subjected to coercion, influence, or |ressure which may cause 
him to act contrary to the best interests of the United States. The United 
States Government cannot afford to be lulled into a state of complacency. 
Rather it must recognize that the activities of Communist or anti-American 
penetration in all areas cannot be ignored under the present world conditions, 
and especially in the Latin American area, which is considered the back door to 
the United States. 

We cannot speak of prevailing conditions in other areas, but in the Panama 
Canal Zone we American citizens have long been aware of the undercurrent of 
anti-American spirit evidenced in demonstrations in the past 10 years. 

For example: October 1947, strike of 500 dockworkers of the Panama Rail- 
road Company; December 1947, demonstration of Panama University students 
and others over return of United States bases; May Day 1946, demonstration of 
Anglo-American imperialism. 

However, our primary concern is the protection of the United States invest- 
ment in the Panama Canal—to maintain its efficient operation for the purpose 
it was intended: Our Nation’s defense and service to the maritime industries of 
the world. The valuable inst»llations, pertinent equipment and facilities that 
keep this enormous engineering feat an actuality, requires constant protection 
and care. Without efficient, loyal attention, there could be no excellent service 
to world maritime fleets. For this reason, and the inherent desires of all loyal 
United States citizens to maintain and protect their national investments, it is 
believed that it is the inescapable destiny of those in our Congress to make cer- 
tain, as nearly as it is possible to do so, that no subversive advantage is allowed 
in the extension of the employment opportunities to aliens in foreign areas, in- 
cluding the Panama Canal Zone and in order to comply with the treaty agree- 
ments made with any nation. 
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It is fully realized that all aliens want, and they are entitled to an improved 
standard of living. Panama has looked to and depended upon the United States 
to aid in the establishment of such a standard for the last half century. That 
the United States has done so is evidenced already in the numerous economic 
concessions made to contribute to the financial welfare of the Republic of 
Panama. Intensive economic assistance has been in progress in this respect 
since 1940 when Mr. Nelson Rockefeller entered our Government service as head 
of an agency finally known as the Office of Inter-American Affairs. One of its 
wartime functions was to keep the Latin American nations loyal to the Allied 
cause by a variety of means, including assistance for economic development. 

If this economic trend is to continue in favor of all nations, including the Re- 
public of Panama, through equal job opportunities and other Federal Service 
benefits, then it is insisted that no sacrifice of United States standards and prin- 
ciples of security be allowed in so doing. 

Quoted below are a few references which have caused alarm and would tend 
to justify the fears of the United States citizens in the Canal Zone over the 
security of the canal: 

Liberty magazine, May 1948—Article, Reds Invade the Panama Canal Zone, 
by Representative J. Parnell Thomas (chairman, of the then House Committee 
on Un-American Activities and member of the House Armed Services Com- 
mittee): Referred to infiltration of Communists and their activities in this 
area, 

The Panama American, exact date unknown, but shortly after May 1948— 
Article replying to that of Representative Thomas in column, Interesting If 
True, by Eduardo (Ted Scott), now with the Havana Post, stated: “Why 
doesn’t Representative Thomas try to find out who is providing the banana with 
which the Russian bear is gorging itself on the very banks of: the Panama 
Canal. On his showing in Liberty magazine, Senor Thomas isn’t even 
bot... 4 ° =” 

The Panama American, July 11, 1953—From the column, Labor News and 
Comments, by Victor Riesel, warns that “under cover Communist couriers from 
the Soviet have been negotiating with Argentina’s dictator, Juan Peron, for 
a base from which to shoot us in the back. * * * ” 

July 8, 1953, from Prague, a new story of North American Alliance, Inc., 
entitled “Russ Wants United States Out of Panama.” According to American 
diplomatic reports: 

“Russia has a ‘master plan’ to drive the United States out of the Panama 
Canal Zone; they are training international Communist ‘experts’ on Latin 
America at an institute in Prague—to direct local Communist movements, par- 
ticularly in Central America; they believe they have an unparalleled oppor- 
tunity to drive the United States out of the Panama Canal Zone by destroying 
American economic influences and discrediting the United States lease with 
Panama for the Canal Zone as a ‘vestige of imperialism’; Communist agents are 
under instructions to exploit the present Anglo-Egyptian dispute over the Suez 
Canal to induce the Panma Government to make similar demands for the evacua- 
tion of the United States from Panama. * * *” 

December 1954, in McCall’s magazine, published in the If You Ask Me col- 
umn of Mrs. Eleanor Roosevelt, she was asked : 

“Question. The English gave up the Suez Canal. How would you feel about 
the United States giving up the Panama Canal? 

“Answer. I have always thought the day might come when the Panama Canal, 
and, in fact, all passageways to which all nations should have access would be 
placed under United Nations jurisdiction and be internationalized. * * * ” 

National Republic, June 1952—Article, The Panama Canal Must Remain Amer- 
ican, by Ira FE. Bennett; extended in remarks of Hon. Eugene J. Keogh, of 
New York, March 2, 1953, in House of Representatives; published in Congres- 
sional Record (83d Cong., 1st sess., vol. 99, pt. 9, p. A1006). 

Refers to “open suggestions that the Panama Canal should be internationalized, 
have been made both here and abroad. * * * Communist influence at Panama 
was powerful in inducing the General Assembly to reject the treaty with the 
United States whose purpose was to provide better air defense of the canal.” 

(Nore.—This refers, of course, to the fact that in 1947 Panama turned down 
a defense-bases agreement with the United States. ) 

“To what extent underground American influences are at work to promote 
transfer of Panama Canal control to the United Nations is, of course, not re- 
vealed, but there is evidence that such influence is considerable. Otherwise the 
attitude of certain foreign governments cannot be explained. * * *” 
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Article, The Panama Canal—Stop, Look, and Listen, by Arthur Stanley 
Riggs, published in September 9, 1949, issue of the Commonweal, and extended 
in remarks of Hon. Robert F. Rich, of Pennsylvania, House of Representa- 
tives, Monday, September 26, 1949; published in the Congressional Record 
(81st Cong., Ist sess., vol. 95, pt. 16, Sept. 26, 1949, p. A5867) states: 

“The Communist infiltration in both the Canal Zone and in the Republic 
has succeeded in planting suspicion, fear, even hatred for us, and the natural 
reaction of politicians and inflammable masses will make the task of our diplo- 
matic repreesntatives thorny, indeed, if we undertake any new enterprise 
in the region * * * ” (refers, of course, to a sea-level canal). 

Chicago press release, dated March 25, 1957, published in the Panama Ameri- 
ean, daily newspaper printed in Panama City, Republic of Panama, states: 
Headlined : “Internationalization of PanCanal Proposed by Representative James 
Roosevelt.” 

“Jimmie Roosevelt (Democrat, California) last night made a tentative pro- 
posal that the Panama Canal be placed under international control. 

“The time has come to insist on the internationalization of the Suez Canal, 
Roosevelt said. He said the Panama Canal should be included in the process, 
if need be, to prove this country’s good faith in international affairs and back 
up an American proposal at the Potsdam Conference in 1945 for the interna- 
tional operation of all strategic waterways.” 

Local press release, March 28, 1957, published in Panama American, refers 
to the Panama University summer school’s roundtable conference on inter- 
national canals, quoted, in part: 

“Dr. Octavio Fabrega, prominent Panamanian statesman who headed the 
delegation which negotiated the 1955 Panama-United States Treaty, wound up 
the first phase of the parley by urging the conference not to be satisfied with a 
mere repetition of the classical concepts of international law; 

“Referring to the Panama Canal Treaty of 1903, Dr. Fabrega declared that 
under a proper system of international law agreements in perpetuity should 
be considered invalid because they are inconsistent with the sovereignty of the 
nation wherein the canal lies; 

“No sovereign nation can have its territory mortgaged in perpetuity, no 
matter how lofty the purpose; the geographic privilege of a nation which allows 
the excavation of an interoceanic canal ‘should be considered as a natural 
wealth or resource of that nation.’ ” 

March 1957 issue of American Legion magazine, article entitled: “Let’s Look 
at Our Own Canal,” by Maurice Ries. 

Warns of attempted giveaway of the Panama Canal; Communist infiltration 
in the Latin Americas and negligence of United States Government officials to 
recognize the dangers apparent in this area; especially those that relate to 
ownership, operation, and maintenance of the canal. 

Copies of the American Legion magazine are being mailed under separate 
cover. 

In addition to the references listed herein, there is great concern among the 
United States citizens in the Canal Zone over the fact that our Government, 
through Mr. Dulles, Secretary of State, supported the British withdrawal from 
the Suez Canal. Our concern is that by so supporting that withdrawal, our 
own Government may have committed itself to a similar withdrawal from the 
Panama Canal at some time in the future. 

Panama did ask for an end to the United States’ concession over the canal 
during the recent treaty negotiations, asking that the lease be terminated 99 
years from now. Panama also asked that ships transiting the canal fly the 
Panamanian flag instead of our Stars and Stripes, which would indicate Pana- 
manian jurisdiction over the waterway. Panama asked that Spanish be ac- 
knowledged as an official language in the Panama Canal Zone; that the courts in 
the Canal Zone which have always been a part of our Federal court system, be 
revised and constituted of mixed Panama-United States courts. These items 
were rejected by the United States, but they definitely show what it is that 
Panama wants and will keep asking for and pressuring for until, perhaps, United 
States control over the Panama Canal is relinquished. 

In addition to these demands, Panama desired a clearer definition of United 
States authority, power, and control in the Canal Zone. Not receiving the defi- 
nition which they desired or considered acceptable to them, Panama placed on 
record an express reservation on the jurisdictional, moral, and historical posi- 
tion of our Republic—and there still remains contrary positions by the two 
Governments. 
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Our Government today holds a contrary position to that of Panama. But it 
is clear that there is thinking on this subject in the opposite direction. As long 
as Panama’s objection to United States authority, power, and control over the 
canal is on record, there is always danger that, depending upen individuals who 
are elected or appointed to positions of authority, more liberal interpretation 
of said authority, power, and control will be maGe—to Panama’s benefit and 
to every United States taxpayer’s detriment, as well as to the detriment of the 
maritime industries of the world. 


Mr. Diwec. As various phases of the treaty of 1955 are imple- 
mented and as economy measures induced by Public Law 841, Organic 
Act of the Panama Canal Company, are enforced, many employees 
are receiving reduction-in-force notices where normally they might 
expect to continue in their jobs until retirement. The United States 
Citizen Association has made an effort to ameliorate the situation 
and has introduced a bill on the House side, H. R. 5234, and I hope 
to have a hearing and appear before your committee again when this 
bill is considered. 

Thank you very much, Senator. 

Senator Scorr. Any questions, Mr. Faucette ? 

Mr. Faucerre. No questions. 

Senator Scorr. Any questions, Mr. Kerlin? 

Mr. Kerwin. No questions. 


Senator Scorr. Thank you. We will hear the last witness. Is Mr. 
Walters present ? 

Mr. Damiani. Mr. Chairman, I have been authorized by Mr. 
Walters to submit his statement for the record. 

Senator Scorr. Without objection, statement of |] Mr. Thomas G. 
Walters, operations director, Government Employees’ Council, will 
be made a part of the record. 

(The document referred to is as follows :) 


STATEMENT OF THOMAS G. WALTERS, OPERATIONS DIRECTOR, GOVERNMENT 
EMPLOYEES’ CouNcIL, AFL-CIO 


Mr. Chairman and members of the committee, by way of introduction, my 
name is Thomas G. Walters, operations director of the Government Employees’ 
Council, AFL-CIO, 100 Indiana Avenue NW., Washington 1, D. C., phone 
Executive 3—2820 and 3-2821. 

The Government Employees’ Council, AFL-CIO is made up of 23 national and 
international unions whose membership, in whole or in part, are civil-service 
employees. The total Federal and postal employee membership of the Govern- 
ment Employees’ Council is more than 600,000. 

Mr. Chairman, and members of the committee, for several months I have 
talked with Mr. Louis Damiani and other representatives from the Central 
Labor Union and Metal Trades Council of the Panama Canal Zone on the pro- 
posed treaty between representatives of the United States of America and the 
Republic of Panama. During this period of several months I have also attended 
many conferences in Washington, D. C., and on Capitol Hill where this general 
subject was fully and freely discussed. In the past few weeks I have conferred 
in detail with Mr. Damiani of Panama Canal Zone, along with the officers and 
delegates of the Government Employees’ Council, AFL-CIO, and I am happy to 
have the privilege and honor, on behalf of the officers, member unions and dele- 
gates of the Government Employees’ Council, AFL-CIO to endorse Brother 
a S. Damiani’s statement on the detailed analysis and implications of 

. 1850. 

It is our considered judgment that if section 3 of S. 1850 is enacted into law 
it will repeal the District of Columbia wage base and date of effective increase 
in pay for our police, fire officers, school officers, and our schoolteachers. We 
have agreed to the provisions of section 3 of S. 1850, providing section (c) of 
Public Law 207 is repealed to offset the tax-differential between the United 
States and non-United States employees in the above groups, and our amend- 
ment be incorporated into the language of S. 1850. 
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It is our understanding that the officials of the Panama Canal Zone agreed 
with our position of the elimination of section (c) of Public Law 207. 

We respectfully urge that section 804 be deleted from the bill, and if section 
804 is not deleted from the bill it is our contention that postal employees on 
the Canal Zone would lose all the benefits and protection they presently receive 
under the provisions of the Postal Field Service Compensation Act of 1955. 

Mr. Chairman and members of the committee, we have two specific reasons 
why we seek the deletion of section 804 from the bill: (1) The 84th Congress, 
Public Law 68, made it mandatory that the full provisions of the Postal Field 
Service Compensation Act, 1955, be applicable to the Canal Zone postal em- 
ployees. (2) Section 804 of Public Law 68 in no way effects the implementation 
of S. 1850. 

It is our understanding that the Governor of the Panama Canal Zone will 
endorse our recommendations on the elimination of section 804. 

The officers of the Government Employees’ Council/ AFL-CIO strongly feel that 
the Congress should establish a minimum security force of United States citi- 
zens for the Panama Canal. I am not prepared to recommend any definite figure 
but I have heard figures used from around 2,000 to 3,500 as the number of United 
States citizen personnel that would be needed for this purpose. But knowing 
the members of this committee and realizing that you are in a much better 
position to establish the number required to do the job, and knowing of your 
great desire to be fair and honest with all legislation coming before you, we 
are leaving to your good judgment the minimum number of United States citizen 
personnel that would be needed to establish a minimum security force for the 
Panama Canal. 

In order to continue the intent of Congress, as outlined in Public Law 207 
of the 82d Congress, we strongly urge that S. 1850 be amended and on page 3, 
after line 16, add section 7: 

“In the case of any position in a department or agency of the United States 
in the Canal Zone the compensation for which is fixed in accordance with rates 
for similar employment by the Government in the continental United States and 
the District of Columbia, the head of the employing department or agency shall 
grant the same additional increase in compensation for such positions effective 
as of the date any increase in compensation is granted by act of Congress for 
similar employment in the United States and the District of Columbia.” 

It is our understanding that this amendment will be acceptable to the Canal 
Zone administration. 

As stated earlier in this statement we strongly endorse the statement as 
submitted by Brother Damiani, as we believe that he is in a better position to 
make a detailed analysis on recommendations on S. 1850 than we who are 
domiciled in Washington, D. C. 

We trust, Mr. Chairman, that this committee will accept the amendments as 
offered by the council and will follow the suggestions, endorsements and recom- 
mendations that have been made by our friend and coworker Brother Louis 8. 
Damiani. 

Appreciate having had the opportunity of appearing before this committee, 
and put into the official record the recommendations and suggestions of the 
Government Employees’ Council/AFL-CIO. 


Senator Scorr. Are there any more statements to be inserted ? 

Mr. Kerurn. We have two, Senator, one from Mr. William H. Ryan, 
legislative representative, district 44, International Association of 
Machinists, Washington, D. C., and one from George D. Riley, AFL- 
CIO legislative representative, supporting the position of the Central 
Labor Union and Metal Trades Council, Panama Canal Zone. 

We have also received a letter dated June 19, 1957, from the Inter- 
national Association of Fire Fighters. 

Senator Scorr. Without objection, they will be inserted in the 
record, 
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(The documents referred to are as follows :) 


STATEMENT OF WILLIAM H. RYAN, PRESIDENT AND LEGISLATIVE REPRESENTA- 
TIVE, District No. 44, INTERNATIONAL ASSOCIATION OF MACHINISTS, AFL-— 
cio 


Mr. Chairman and members of the committee, my name is William H. Ryan 
and I am president and legislative representative of District No. 44, Interna- 
tional Association of Machinists, AFL-CiO. District No. 44 of the Interna- 
tional Association of Machinists is composed of members of the IAM who are 
employed by the Federal Government and Government-owned and operated 
corporations and entities throughout the United States and insular possessions. 

The enactment of S. 1850 as presently written, or amended, will have an 
effect upon the pay and working conditions of our organization’s craft member- 
ship employed by the United States Government in the Panama Canal Zone. 

Our membership working in the Canal Zone are extremely concerned over the 
possible impact upon their wages and job security caused by the implementation 
of a stated principle in item 1 of the memorandum of understanding reached 
between the United States and the Republic of Panama, which was signed on 
June 25, 1955. 

Their concern rests in the area of having the influence of a foreign nation 
affect their job ranking, wages, and job security. 

The aforementioned memorandum of understanding is a precedent-making 
agreement which would ultimately result in the United States State Depart- 
ment, with the consent of the Chief Executive, having the power to control the 
economy of our Nation’s entire work force consistent with the direct influence 
of foreign nations throughout the world. 

Our organization believes in the principle of our Government paying com- 
mensurate wages without regard to citizenship. We subscribe to the principle 
of all qualified employes receiving equal pay for equal work. 

However, it is our belief that the bill now under consideration of this com- 
mittee, if enacted, would in the long run gradually eliminate job opportunities 
for United States citizens in the Canal Zone. 

It is difficult for our organization to accept the belief that it is proper to 
assume the “calculated risk,” that citizens of the Republic of Panama can be 
expected to be loyal to the United States as long as our Nation has interest in 
the Panama Canal Zone. 

We are of the firm belief that our Nation’s best interest would be served by 
requiring that all positions in the Canal Zone be held by loyal United States 
citizens. We urge the committee to either amend S. 1850 to require such policy 
or to set forth such congressional policy in the committee’s report accompanying 
the bill. 

In respect to the method of establishing wage rates, we strongly recommend 
that the committee seize this opportunity to write into legislation the principle 
that the governmental agencies in the Canal Zone collectively negotiate with 
employee union in reference to the basis for establishing such wage rates. By 
taking such action, the committee will be consistent with the national policy as 
it applies to industry negotiating with employee unions. 

The Congress would not be setting absolute precedent in such a policy, 
because there are some governmental agencies which follow such practice by 
administrative direction. 

We urge this committee to take this opportunity to establish congressional 
approval of the policy and practice of requiring agencies to negotiate with em- 
ployee unions in matters of wages and working conditions which are not specifi- 
cally established by statute. 

Mr. Chairman and members of the committee, I deeply appreciate the oppor- 
tunity of presenting to you the views of our organization in respect to S. 1850, 
and its impact on our members who are Federal Government employees work- 
ing in the Panama Canal Zone. 
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STATEMENT OF GEORGE D. Ritey, AFL-CIO LEGISLATIVE REPRESENTATIVE, IN 
SUPPORT OF THE POSITION PRESENTED FOR THE CENTRAL LABOR UNION AND METAL 
TrapeEs Councit (AFL-CIO), THE PANAMA CANAL ZONE 


The AFL-CIO is pleased to support the stand taken by Mr. Louis 8. Damiani, 
legislative representative, the Central Labor Union and Metal Trades Council 
(AFL-CIO), the Panama Canal Zone, with respect to 8. 1850. 

Last year, at the time the discussion of a new treaty between the United States 
and the Republic of Panama, looking toward senatorial ratification, a decision 
was made to implement those portions of the compact relating to Government 
employees through the medium of domestic legislation. S. 1850 represents the 
proposals for this purpose. 

In his remarks to this committee, Mr. Damiani has outlined clearly and in 
adequate detail those portions of the memorandum of understandings which 
were attached to the treaty sufficiently that I need not enter into the details at- 
tendant thereto. 

It is the hope of our members in the Panama Canal Zone affiliated to the 
Central Labor Union and the Metal trades Council that the purposes set forth 
in S. 1850 be reported and legislation be brought to completion. In this posi- 
tion we are happy to add the concurrence of the AFL-CIO. 

It is suggested that in section 1, occurring on line 9, that the period become a 
comma and that “not otherwise covered by law” be added thereto. 

Mr. Damiani has proposed a section 7 to the bill for which he has suggested 
language and submitted it to your committee. We fully endorse this language 
and hope your committee will regard it favorably. 

Knowing the helpful and prompt manner in which the able staff of your com- 
mittee is always of assistance to the Government employee and the responsiveness 
shown by your committee, I am fully confident that this bill in its suggested 
amended form will be reported to the calendar and acted upon during the 
present session. 


INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS, 
Washington, D. C., June 19, 1957. 
To: MEMBERS OF SENATE Post OFFICE AND CIVIL SERVICE COMMITTEE, 
Senator Office Building, Washington, D. C. 

GENTLEMEN: The International Association of Fire Fighters, located at 815 
16th Street NW., Washington, D. C., representing members of the fire service in 
the Canal Zone, wish to make a statement in support of Senate bill 1850. 

In order to assist the committee and not take up its valuable time in repetition, 
we would like to be recorded as being in favor of the brief presented to your 
committee by Mr. Louis 8. Damiani, legislative representative of the Central 
Labor Union and Metal Trades Council, AFL—CIO, of the Panama Canal Zone. 

We solicit your favorable consideration in the passage of Senate bill 1850. 

We wish to thank the committee for its help and consideration on this bill. 

Very sincerely yours, 
JOHN P. REDMOND, 
President. 
WILLIAM D. Buck, 
Secretary-Treasurer. 


Mr. Faucerre. I wish to introduce for the confidential use and study 
of the committee a copy of the Canal Zone job evaluation and pay 
plan which will be installed in the event S. 1850 is enacted by the 
Congress. This copy was presented in confidence by Governor Potter 
of the Canal Zone for the sole use of the committee. I ask that it be 
made a part of the record but not printed. 

(The above-mentioned document is on file with the committee for 
reference purposes. ) 

Mr. Faucerre. I also wish to introduce for the consideration of the 
committee, but not to be printed, the following letters and statements 
received from employee organizations and groups in the Panama Ca- 
nal Zone. 
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1. Robert C. Daniel, general chairman, Order of Railway Conduc- 
tors, division 690, dated May 18, 1957. 

2. William E. Percy, president, Lodge No. 811, International As- 
sociation of Machinists, dated May 21, 1957. 

8. R. M. Christianson, delegate, Central Labor Union, Marine En- 
gineers Association, 496, dated May 20, 1957. 

4. John F. Rice, president, local No. 13, IAFF (AFL-CIO), dated 
May 22, 1957 (Firefighters). 

= Cliff Sanders, president, Railway Carmen, No. 589, dated May 
1957. 

6. Samuel J. Garriel, president, local union 606, United Associa- 
tion of Journeymen and Apprentices of the Plumbing and Pipe Fit- 
ting Industry of the United States, Cristobal, C. Z., dated May 16, 
1957. Also, Louis T. Schuberg, business agent, Local Union 652, Mar- 
garita, C. Z. (same organization). 

7. James J. Belcourt, president, track foreman, local No. 2741, 
dated May 17, 1957. 

8. Canal Zone Postal Employees Local, No. 2360, Balboa, dated 
May 18, 1957. 

9. F. H. Hodges, general chairman, division No. 49, Brotherhood 
of Locomotive Engineers, Panama Railroad, dated May 18, 1957. 

10. James H. Pfau, president, Atlantic Teachers Local, No. 228. 

11. Talmage W. Wamble, employees’ representative of CLU-MTC, 
and member of wage and grievance board, dated May 1957. 

12. Harold W. Williams, legislative representative, Local 900, Amer- 
ican Federation of State, County, and Municipal Employees, dated 
May 21, 1957. 

13. Mr. J. W. D. Collins, president, United States Citizens Associa- 
tion, Canal Zone, dated May 20, 1957. 

(The documents referred to above are on file with the committee for 
reference purposes. ) 

Senator Scorr. The record will be kept open until next Tuesday, 
June 25, for any further statements interested parties may care to 
present. 

I want to thank the witnesses appearing today and for participating. 
I think we have had a good hearing. It has been good for all of us, 
good for Congress, and good for you, too, I hope, and I trust it will 
work out in the best interests of everyone. 

Unless there is something further, we will adjourn. 

(Thereupon, at 11:35 a. m., the committee was adjourned.) 





